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PREFACE

il

This report presents the results of an analysis of the Federal -
Bonding Program from the first Bonding Assistance Demonstration Projects
to the present nationwide Manpower Administration effort. The analysis
was conducted by Contract Research Corporation from August, 1974, throigh
September, 1975, under Contract Number 20-25-75-01 with the Office of
Manpower Research and Development, Manpower Administration, U. S. Depart-
ment of Labor.

The results of our analysis are presented in a two volume final
Teport. Volume I contains the Program History focusing upon the program
origins and its subsequent administrative evolution. Volume II contains
the Program.Analysis, a compilation and analysis of data concerning the
utilization of the bonding program and its results. The program analysis
contains the findings of this study relative to utilization and results,
the conclusions based upon these findings, and a set of recommendations.

A summary containing the highlights of the Program History and Program
Analysis is presented in a separate volume.

Among the Contract Research Corporation staff, major contributions
to this study were made by the following individuals. Susan Carnduff
assisted in the conduct of the historical analysis and had primary respon-
sibility for the program analysis and preparation of Volume II of this
report. Carole Miller participated in the conduct of the historical and
program analyses -and prepared drafts ofyseveral sections of Volume 1
Diane Savitzky conducted much of the analysis of program data and drafted
several sections of Volume II. Additional data tabulation and analysis
activities were carried out by Josie Bauer and Giles Carter. Dr. Herbert
Weisberg provided statistical consultation to project staff throughout

the study. Hal Shear provided invaluable advice at key points in the
" conduct of the study and technical review of its major reports.

Whatever strengths can be found in this repért are, in large part,
attributable to the overall support and direction of the project team
provided by Joanna Kennedy, Corporate Officer in Charge of the project.

The Contract Research Corporation staff are indebted to a great
number of people for their cooperation in all aspects of this study.
Current and former Department of Labor and insurance industry officials
consented to be interviewed, offered suggestions, shared opinions and’
files, and reviewed earlier drafts of this report. While it is difficult
to single out. any one individual, it must be said that it is impossible to
think of anything our Project Officer, William R. Throckmorton, could
have done to facilitate the study that he did not do. His enthusiastic

»
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support of the project has set a standard which it is unlikely that
- many others can match.

A special word of appreciation is due to the current and former
" bonding program participants and their employers who took the time and
) trouble to complete our follow-up survey instruments and provided us
with critical data that was nowhere else available. It is our hope
that the results of our analysis will make it poussible for the Depart-
ment of Labor to improve its delivery of manpower services to future
ex-offender job seekers, and to their employers.

Lawrence Bailis
Project Director
- September, 1975




1.0 OVERVIEW

This report presents the results of an analysis of a wide range of data

of varying quality concerning the.characteristics and results of the Federal
‘" Bonding Program. In order to place these characteristics and resulgf in a

proper context, they?afe preceeded by brief discussions of:

e the history and background of the program;

e the purpose of this report; . .

. éthe nature and l%mitations of the“datai

e the approach taken in utilizing the data.

The overview section concludes with a summary of the major findings and

conclusions of the report, and recomrencations for strengthening the program.

1.1 Background: “The Federal Bonding Program

Eidelity bonding is a form of insurance utilized to indemnify employers
for loss of money or other propefty sustained through dishonest acts of covered
.employees. These acts include larceny, theft, forgery, and embezzlement. Loss
caused by omission or error not invélving dishonesty is not covered.

In recent years, fidelity bonding coverage has generally been purchased

by employers in the form of a blanket bond, a single policy which collectively

covers all officers and employees of the establishment. Other, less used,

kinds of bonding include individual bonds (which, as is suggested by the name,

L 4

cover only one individual for a specified amount of loss), name schedule bonds

fwhich list individual e@ployues and amounts of their coverage), and position

schedule bonds (which cover all employees in a given position, e.g., cashier,

for a stated amount without listing their names).
The blanket bonds have constituted the largest portion of the market

because of their greater administrative simplicity; under blanket bonds there

W




is no need to update the policy whenever personnel actions are taken or new .

L)

job categories created.

Fi&elity bonding is generally considered good finmancial management practice,

-

and is now utilized by many employers. However, fidélity bondiﬁg has stood as
4 major barrier to the employment of those with police records und ex-oftfenders

because the standard fidelity bonding policies throughout the United Stutes have

included the following clause:

The covgfége of this Bond shall not apply to any Employee
from and after the time that the Insured or any partner officer
thereof not in collusion with such Employee shall have the know- - !
ledge or information thatJsuch Employee has committed any fraudu-
lent or dishonest act in’ the service of the Insured or otherwise, .
whether such act be committed before or after the date of employ-
. ment by the Insured. (Emphasis added.)

Fidelity bonding underwriters have included this clause because, according to
-
standard fidelity bonding practice, bonds should not be issued at all whenever

there i$ any reasonable likelihood that an individual might default. In other’
* words, unlike life insurance underwriters, who set premiums according to the
degrﬂé ot risk, fidelity bond underwriters generally seek to avoid risk al-
togethe;‘ In the eyesﬁof these underwriters, previous commission of a dishonest
or fraudulent act is an indicator of a likelihood to do so again in the future.*

The Federal Bonding Program emergéd from a series of experimental and
demonstration (E & D) efforts by the Department of Labor to determine whether 1

offenders und other potentiul-employees excluded-by the 'fraudulent or dis-

honest' clause in the bonds were truly such a rfskvas to be justifiably pro-

hibited from working at certain jobs for the rest of their lives because of

a previous ''record". .

* Many insurors State that they waive this restrictive clause whenever
employers give them good evidencg¢ of the trustworthiness of a potential.
employee. Some employers, on the other hand, dispute this statement.

e

11
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These £ § D bonding efforts were planned by the Department of Labor in
early 1905, in rg¢sponse to tfeedback frém manpower program opera%ors which in-
dicated that the exclusionary eligibility clause was preventing certain training

" program graduates ffoﬁ'obtaining jobs for which they were otherwise qualified.
Specific legislative authorization to attack this problem was obtained in the
1965 amendments to the Manpower Development and Training Act (MDTA). In lggb,
E & b projects were implemented at pﬁblic Employment Service offices in four

“eities aﬁﬁ at six additional sites in order to (a) explore the feasibility and
usefulness of a program tb overcome the effects of these exclﬁsionary practices
on ex-offenders, and (b) to determine .the viability and utility of at least’
one way of doing this:“ by providing fidelity bonding to some ot the groups
affected by these exclusionary practicés‘ ,

1t was hoped that if fidelity bonding coverage could be provided for such
presumed "high risk' job applicants, the record of the E § b prgf%cts would
establish (actuarial) bases for determining the costs of providing special
coverage and demonstrate that these applicants were no less trustworthy than B
the average employee. If this hope were realized, it was further anticipated
that. insurance Ecmpanieg might be persuaded to mgdify or eliminate the restric-
‘tive bonding eligibility practices that had caused Department of Labor officials
to be concverned.

Department of Laber officials responsible for these E & D projects gradually
reached the conclusion that the availability of bonding was indeed helping
significant numbers ot individuals to get jobs for w%ichxthey were otherwise
ineligible. Accordingly, the demonstration projects were expanded to additional
sites, toithe point where bonding services were available in more than f%fty
cities in twenty-nine states.  In 1970, a decision was ggachcd*to transter
the expanded £ § U bonding effort to the status of un operdtional national

program, making it available through each of the more than 2400 Employment

12
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Service Local 6fficesvin the United States. The changeover took place in
“1971,_an4—bondih§ has continued as a national program to the present time.
Prior to exhansion to a nationwide program, the E & D bonding‘projects*
were known collectively as the Trainee Placement.Assistance Demonstration .
Projedts. Since that«time, they have been known as the Federal Bonding
‘ Program. - For codvehience, the phrase "Trainee Placement Assistance Demon-
_stration Projects and~ the ensuing Federal Bonding Program" is hereafter

... abbreviated to read "the bondihg-program".

*1.2 Purposevof»theAProgram‘Analxsis Report

~

The Program Analysls was or1g1nafly designed to achieve ‘the fOllOWlng

f1ve research obJectlves
e To provide systematic data. .concerning the bonding and post-
: bonding exper1ences of .program participants.

e To prOV1de additional information which may help to expfain
. these differences.

e >

e To provi&é’systematic data conoernlng the changes in employer
attitudes and behavior which followed part1c1pat10n in the
" bonding program. 5

e To prOV1de systematic data concerning changes in. the att1tudes
‘ and policies of the fidelity bonding industry which have followed
N\ the 1ntroduct10n of the federal bondlng program, sa

« e To prov1de additional 1nformat1on wh1ch may help to explain these o
bhanges in employers and insurers.* . . : :

During the course of research1ng and preparing the Program Ana1y51s

it became clear that it would not be appropr1ate or, even possible to engage

in comparative analysis of the data avaﬁiable oh the bonding program.

~ -

However, con51derab1e data were avallable, or were obtalned in the course.
of thi's study, which, d1d lend themselves to de3cr1pt1ve program ana1y51s.
Consequently, the purpose of . thls report is to present a descr1pt1ve analys1s

of the manner in which the program was utilized during the period 1966-1974.

’*RQSearch Deaisgdfog aglAnaIysis of the Federal Bonding Program, pp. 9, 16
* and 21. . : . ’ o . .
: 13
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"Program utilization" refers, on phe one hand, to the'b;sic ;haracteris-
tics of program operations, such as where bonding occurred, at what rate,
for how loné, covering hoy many individuals, in what typeé of jobs, at what
loss ratio and so on. On the other hand, programﬂutilization also refers
to the achieved results of those 0per;tions for those involved; that is, were
employer§ satisfied w%ih their employees covered under the program? Were
commercialnundefwriters affected by the experience accumulated under the
‘program? Was the empIOyabilify potential of bondees improved.through partici-
pation in the program? The operational .characteristics are p?imarily the
fpsulf of quantitative analysis of data acéhmulate&,over the eight years of
the program's existence. The results for participants reflect the reported"
direct ‘effects upon the individuals or organizations affected by the progfam:

~

the bondees, the employers and the fidelity insurance industry.

1.3 Approach to Data Utilizgtion

v

The approach to data utilization employed in fﬁis study has been a simple
one: 'to draw the best possible conclusigns from a wide range of program &ata
of widely varying quaiipy. The, issues of fragmentary or inconsistent data,
and inconclusive results, will be raised frequently throughout .this report. .

This reflects not only problems of inconsistentwreporting in the available
\ . s o )
(Department of Labor.supplied) data, but also low response rates from the

bondee and employer fbllow-up,surveys conducted as part of thi§ study.

While it would have been possible to improve the quélity of certain

-

individual data sets (e

.g. increase the sample sizes) thrdugh the application

of additional -resources,.an effort was made to conduct the*study in-a manner
p 5

. , , » “ ) -
which would utilize a wide range of data sets. The approach employed allocated

resources in order to address all of the investigative avenues outlined in

the Research Design to a greater or lesser extent.

L




Data Categories

—Thektypes of data“which were provided by the Department of Labor or
collected by the project team are summarized briefly below. This set of
data forms the basis for the information presented in Sections 2.0 and 3.0.

The data which were provided by- the Department include: the follow1ng

(1)° Monthly print-outs and summaries from the McLaughlin Company whlch
include the name of the bondee, the employer, state or sponsor, the
time of bonding, and the number of units of coverage for each bondee
in the program.

L]

*

(2) MT-110 forms on approximately 1900 of the bondees. These forms
include information on the demographic characteristics, em-
ployment history and crifrinal record, if any, .of hondees -in the
bonding program between 1966 and 1970.. In addition, MT-110 forms
from Illinois on all but two bondees in that State became "avail-
able late in the progect cover1ng the entire period between
1966- 1974 - EE

. . ot . N

(3) Claims data from the McLaughlln Company on the essentlal information
related to the claims submitted by employers. Included in most
cases are. the name of the bondee, the claimant, the dates of claim
and resolution, the amount of claim and amount‘of paymént

The information cqllected pr1mar11y by Contract Research Corporatlon
includes: q - . .

N

(1) Information on bondeé employmént, utilizing the Standard Industrial
Classification numbers for business and industry.

(2) Information on demographlc characterlstlcs of Illinois residents,

using Census of Population data. . e N -
(3) Illinois inmate%pharacteristics. *t’f‘ -
4) Post-bonding information on employers ahd bondees. . <
"o £5) Informatlon on the f1de11ty insurance industry and on a 51m11ar at
) fidelity bondlng program- in. Canada.
- . :
* (6) Information on related insurance programs funded by Federal .
agencies . -

“is
e - v <
o -

*All study data were recelved 1n raw form° much of it .was 1ncomp1ete,

P - b

and some of it was 1naccurate Therefore, eon51derab1e effort was expended

e

samply ip preparing ‘the data for processing, including correctlon of obv1ous

'Y . E

A, ” _1 t

S
v
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KEN

“case study approach involving in- depth analysis of the data from the State

_program participants. , " . .

- claims reports.

By
L]

errors. It was also determined that a rigorous attempt at determining causal
. * ’ t . %
3 3 3 A f) 3
relationships between variables was not appropriate because of the gaps
which existed in most of the available data. fnstead, much effort has been

devoted to providing accurate descriptive information, from a variety of '

-

. . ) 5

perspectives, which constitutes a basic reference document on the bonding -
program between 1966 and 1974.

“In searching for conclusive indicators and/o¥ reliable inter-relation- -
ships between different types of data'(e.g., claims’submitted and length of
bondlng period) a significant number of tabulations, charts and Mmiscellaneous
data items haverbeen accumulated. A concerted effort ﬁas been made to cull,
integrate and present only the most relevant, useful or thematic results |

in this report.

A .

1:3.1 The Illinois Case Study

L

The existence ofrmajor)data gaps, and the. ungven quality of the data .

[y

available for the entire bondee population, led to a decision to

’

<

supplement the approach contained in the Research Desrgg_w1th a

- -

of Illinois, the only jurisdiction for which MT-110 forms (and hence a wide

E

range of demographic and job related information) are available for all

- @

-~

As a result of the availability of Illinois MT-110 forms, it‘has‘been

possible to create a relativelz‘complete‘profile on the Illinois sub-set

>

of program participants, including:' )

e Program,utilization data on Illinois bondees drawn from
“the McLaughlin monthly progress reports.

e Claims data on Ill1n01s bondges drawn from the McLaughlin

* o Selected elements of personal and employment hlstory from the

01111no1s MT-110 forms. -
° e The Stahdard Industrlal Class1f1cat1on data on Illinois bOndees
." " assignéd from SIC manuals. l(} .

.




e The responses of Illinois bondees to a mailed follow-up instrument.

Demographic data on Illinois bondees are presented in Section 2.4. The

& :perational characteristics of the bonding program in Illinois are presented

in Appendix F. Additional information concerning the results of the bonding
program for Illinois bondees is contained in Section 3.1.1. ° ~

It should be noted that no claim is being made as,t§ the §tatistical

répresentativeness of the Illinois bondees as compared to all the’

pa{ticipants in the program. However,. Illinois'has been in the program since
its ‘inception, has had the second largest number of.participants, and has
had participants with a varied mix of’characferispics. It is both reasonable
and instructivq, therefore, to use Illinois as an illuStratiJe c;se study

for many'aspects;of the bonding program.

w

'1.3.2 Data Limitations

. As indicated ‘above, there are wide variations in the légibilitys ¢

&

3 .

' accuracy, consistency and availability of data on the utilization and

“

results of the bonding program. Additionally, the problem of collecting

ke

reliable data using sample survey techniqués and existiné sources of,
information was recognized at the outset of this study. Therefore; care -
~was taken Eg test the feasibiiity of each aspect of the study (bOndeé

and employer) before initiating the final surveys. These feasibilit& or

pilot studies are presented as appendices, to this volume.
In each case, the*qfsults of the feaéibility stﬁdies indicated,
that with certain modifications, proceéding;tq_the'full scale survey was

justified in terms of the research objectives and Eaking«infb consideration

resource constraints and the lack of other data sources. The table

\

*




below presents the data categories and the appendix in which each is

discussed. :
*
- Data Category Feasibility Report Tztle Appendix Source
McLaughlin Monthly Initial Conclusidn§}Drawn From Appendix\A
Computer Printouts  Available Data for an Analysis . T
of The Federal Bonding Program
pp. 2-7 B
6‘ il T .
. MT-110 Forms . Same as above, pp. 8-13 Appendix A
' Claims Data Same as above, p. 15 ' Appendix A ‘
. .
¥ o ’ N
SIC Assignment of SIC Categories - Appendix B
to Bonded Jobs
Post Bonding Infor- Report on Employer and Bondee -Appendix C o
mation from Survey Pretest, pp. 2-5
. Employers . 7 .
Post Bonding Infor- Report on Employer and Bondee Appendix C
N mation on Boh@ee§ Survey Pretest, pp. 6-16
o, ) ' «-  Bondee Fbllow;Up, Summary : Appendix D

Pretest Phases I & II

Update on Bondee Survey Data
' (Phase 1V)

N

v -
1)

In 'short, the conduct.of the analysis of the Federal Bonding Program
has reaffirmed several «common research problems in addition to the well-
known drawbacks of’resegrch on offendér rehabilitation programs in the

manpower field: the difficulties of drawing iron-clad conclusions from

dated and .incomplete data; the virtual impossibility of obtaining follow-

up data after individuals have left a prégrém if no-provision for such -

longitudinal follow-up has been‘@ade in édvance; and the lack of-incentive

.

or even reluctance on-the part of‘respoﬁdees.

A -
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The elapsed time between the period when many individuals were
bonded and the conduct of this study has greatly complicated the prablem

. a N v
of filling in gaps and correcting errors in the data. The recovery of

-

-missing data (gata that should have been supplied to the Department in »
the form of MT-110 forms) proved to bé a part{cdiarly difficult task;

many MT-110 forms were totally unrecoverable. Recoﬁciling diskrepancies
Y .
in other data sources (such as the McLaughlin monthly progress reports) i

has also proven to be virtdalli impassible.
The employer follow-up survey was primarily affected by the passage
of time (many firms had gone out of business) and some employers'

disinclination to’confirm participation in the program.

The problems involved in conducting follo&-up of ex-offendér
program participants up to eight years after the fact are even more
sévere: The high rate of geographic mobility of ex-offenders, combihed
with theééctive efforts of many ex-offenders to '"cover up their tracks"

appear to make it impossible to contact a representative sample of

<

individuals who participated in the program more than a year or two

dgo. Recent bondees, on the other hand, can provide only limited data
on the reéults of the program; they have little or no post-bonding

experience. , . “ .

i3

The inability to use centralized confidential data sources such as

the F.B.'I. or I.R.S. made location of a éubstantial number of individuql

whereabouts impossible,. Reluctance .to respond may characterize those ‘

-

ex-offenders who were successful in starting a new life and who have
a good deal to lose by.being traceable. )

It is important to reiteraté that these limitations are not unique
to the current study. Previous manpower ‘research on the offender or ex-offender

population has encountered similar problems. Most instructive

»
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are the experiences of Morgan V. Lewis as related in his presentation on

4

"Finding the Hard-to-Locate', in which he reviewed studies which used
various follow-up survey research methods.* In the one study which

relied on data cqmpafable t?‘our own (6-7 yeaf;) Df. M. Bright, not
siudyipg‘offendérs, had an 8% gésponse rate (very comparable to our °
own). ~ ﬁ.

Even more relevant to the problems oé conducting researéh with
offehder populatiogzhis the experience discussed in An Evaluation of MDTA

.

Training Provided in Correctional Jhstitutions, Volume III.** In this
8 14

+

~case, however, substantial resources were available to both the orfginal
program and the research effort in the form of longitudinal follow-up
informatign systems.and a multi-year large-scale research effort (neither

6f which were available to the bonding study). In fact, most of the

3 » .

fecidivism and employment data used in the report was collected only
through. the institution of an additional follow-up system based upon ’
making»contact»with incaréerated inmates and offering incentiv"payments
‘for maintaining contact after release from prison. Secondlf, the inmatg
-training evaluatofs ind{cated the impossibility of locating ex-offenders
who had been released for coﬁbaratively short periods of time:"“many of
them within the past year. The problems of follow-ﬁp éfe, of course,
severeiy exacerbated when, as in tﬁe analysis of the'bqnding program,
efforty were made-to locate individuals who had left the progfﬁm as long

*

as eight years prior to the conduct of the study.

%
“

*  Morgan, Lewis, "Eingégg the Hard-to-Locate: A Review of Best Practices,”
in Evaluating the Impact of Manpower Programs, edited by Michael Borus.
(Lexington Books: Lexington, Mass., 1972) pp. 145-154,

** Report prepared by' ABT Associates, May, 1971, under Contract 43-9-008-13

“to the U.S. Department of Labor, Manpower Administration.
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In a recent Manpower Administration evaluation of a Pre-Trial

»

Intervention Program, follow-up was not evep attempted with certain

-~

classes of study subjects because of locational difficulties.*.

)

.

It was the opinion of both the Contract Research Qorpofﬁgﬁon reseafch
team‘and the Office of Policy, Re;earch and Evaluation Projeét Officer,
that the investment of more res%prces*to improve response rates wa; not
consistent with the overall program analysis objectives of this study.
Within the limitations impbéed by the size and length of the study, it
was decided to expend the bulk of the data analysis resources on program
‘analysis rather than on attempts fo.inéiease*data reliability wh;ch were
considered ‘to have a margiﬁal chance of success. This decision was
diréctly tied to the poor quality of'the data originally obtained for

the Department af Labor and the low response rate in both the pilot and

the actual surﬁgys. In each case, the separate selection of samples

-~ ;\‘\

resuited”in nearly identical response rates. There was no ju%tification”
for allocating both the substantial time and moderate éxpense Ff an
additional survey. As should be quite clear frsm our discussion of
each of the data categories in the appendices of Volume iI, worﬁing

with material collected seven and eight years ago for non- -research '
purposes involved substantial problems beyond those specxflcally 1nhgrent
in offender research and generally in retrospective data analysis. {In
summary, therefore, the study team felt it more important to fOCUS‘iFS

energies on explaining what data was available rather than on chasinﬁ

statistical purity.

*TPre-Trial Intervention: A Program Evaluation, report prepared by ABT
Associates, July, 1974, under Contract 83257206, for the U S.
Department of Labor, Manpower Admxnlstratlon
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1.4 Summary of -¥indings

The findings df the Program Analysis-are discussed in detail in the _

)remainder of this report.s As indicated in Section 1.3 above, there are many.

’

shortcomings in the data bases from which many of the findings are dfawq.
) ; . " i
Thereforé, each finding must be considered within the r;strictions i'mposed by

the limitations in the data. In order to aid the reader in placing the findings
in the proper context, each finding is followed by an indication of the data .-
category.upon which it is based and the section of-the text where it is

discussed in greater detail.

1 . Dur1ng the period from June 1966 through the end of July 1974,
6655 separate bonds were issued. (Printout data for all bondees,

“20t.1) -

. During this period 6401 individuals were bonded. (The discrepancy ’
can be explained by the fact that 225 individuals were bonded more
than once.) (Printout data for all bbndees, 2.1.1)

tJ

. Bonding activity occurred disproportionately in a small number

#0f states. -Roughly three of every ten bondings took place in
California. Fifteen states had ten or fewer bondings. (Printout
data for all bondees, 2.1.2) .

» 4. Roughly half the bondees were covered at the maximum rate, $10,000
of coverage. (Printout data for all bondees, 2.1.1)

. 5 . There has been wide variance in the amount of time. individual
bondees have been covered. About half the bondees were covered
¢ for six months or less. About a quarter were covered for only
- one or two months., About one in twenty-five was covered for
three¢ or more years. (Printout data for all bondees, 2.2.2

. There uppears to be a pattern in which bonding activity peaks in
a given. jurisdiction within a year or two of its implementation
and then slowly declines. (Printout data for all bondees, 2.2.3)

7 ., The average cost of the program per bonding has been approxlmately
$ 150. 00. (Printout data for all bondees, 2.2.4)

.
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11.

19,

:UQ

o ;
The loss ratio -- the ratio of dollars paid in ‘claims to premiums
collected -- for the bonding program is somewhat lower ‘than that
which has been reported for comparable activities in the fidelity
bonding industry as a whole This may, in part, be a reflection s
of the fact that premiums for the bonding programs have been con-

siderably higher than those which are standard. (Default data on all
bondees, information supplied by the Surety Association of. America, 2.3.1)

The *'default rate" for the bonding program is under two percent. .

In other words, claims have been paid on fewer than one in fifty bondees.
(Comparable figures are not available for the insurance industry as a
whole.} (Default data on all bondees, 2.3.2)

The claims filed on bondees appear to be occurring disproportionately .
among some industrial classifications, particularly automobile service

stations. (Default data on all bondees; SIC data on 258 of 295 defaulters,
2.3.2) )

Once an individual has been bonded for one year, the likelihood of a filed
complaint upon that bofidee is significantly reduced. (Print-out data for

208 bondees, all of those who had claims filed through 1974, 2.3.2)

The vast majority of bondees appear to be ex-offenders. (MT-110 data
for all Illinois bondees, 2.1.3) ’

Bondees appear to be predominantly non-white. (MT-110 data for all
Illinois bondees, 2.1.3) ~

Bondees appear to be overwhelmingly male. (MI-110 data for all Illinois
bondees, 2.1.3) :

The majéfity of bondees appear to be under 34. (MI-110 data for all
Illinois bondees, 2.1.3)

I1linois bondees appéar to be typical of Illinois inmates in many respects.
(MT-110 data for all Illinois bondees, data on Illinois inmates, 2.1.3)

Bondees appear to be better educated than the typical ex-offender. (MI-110
data on Illinois inmates, data on Illinois inmates, 2.1.3)

In many respects the Illinois bondees appear to be as well-educated as

the average citizen of I[llinois. (MT-110 data on all lllinois bondees,
1970 Census data on Ilrinois, 2.1.3)

Only 15-20 percent of those individuals eligible for commercial fidelity
bonding are currently bonded. (Data supplied by the Surety Association
of America, 3.1) - v ‘

Manufacturing, retail and service appear to be the three major indus-
trial cladsifications into which the most bondees have been placed.
(Print-out data for one-quarter of the bondees, MT¢110 data for all
I1linois bondees, 3. 1\1)
o«
I1linois bondees appear to be concentrated in a number-of standard indus- -
trial classifications disproportionately to the size of those occupations
in the total Illinois economy. (MI-110 data on all Illinois bondees, ,
1970 Census Data for Illinois, 3.1.1) *
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31,

34.

Bondees are working in a wide range of jobs. Some are doing g
unskilled blue collar work; others are holding down professional
and supervisory jobs. (Bondee follow-up mailing, 53 respondents,
3.1.1) . . ’ e

‘e

" The greaf majority of respondent employers of bdndees cdtrentﬂy

‘require fidelity bonding for all their employees. (Employer follow-,
up mailing, 49 respondents, 3.2) ‘

The éreat majority of respondent employers of bondees use blanket“
bonds. (Employer follow-up mailing, 49 respondents, 3.2).

Many respondent employers of bondees have requested waivers of the
restrictive bonding clauses from theix insurors. (Employer follow-
up mailing, 50 respondents, 3.2)

A significant proportion of respondent employer requests for waivers
of restrictive bonding clauses were turned down by insurors.
(Employer follow-up mailing, 23 respondents, 3.2)

The respondent employers of bondees were located primarily in
inner cities. (Employer follow-up, 35 respondents, 3.2.3)

The respondent employers of bondees were primarily in the retail
trades. (Employer follow-up mailing, 35 respondents, 3.2.3)

The respondent employers of bondees are predominantly large busi-
nesses (with twenty or more employees). (Employer follow-up
mailing, 3§/respondents, 3.2.3)

The respondent employers of bondees typically hiredthree or fewer
bondees. (Employer follow-up mailing, 35 respondents, 3.2.3)

The respondent employers of bondees overwhelmingly indicated their
satisfaction with the performance of their bondees. (Employer
follow-up mailing, 35 respondents, 3.2.3)

The bonding program does not appear to have been the cause of any
*significant changes in insurance industry practice relative to
bonding ex-offenders. (Interviews with representatives of the
fidelity bonding industry, 3.3)

The respondent bondees report major increases in salary between
““their jobs prior to the bonding program participation and their
current employment. (Bondee follow-up mailing, 30 respondents, 3.4)

The respondent. bondees report job retention which is considerably
greater than is suggested by the data on time of bonding. (Finding
# 6). The majority of bondees held their bonding jobs for more

than one year; a significant proportion of them report retention of
four ‘years or longer. (Bondee follow-up mailing, 63 respondents, 3.4)
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35. ere are some indications that an apérec1ab1e number of bondees
y have been listed on the monthly progress reports as still :
bonded when in fact they had left their bonding program Jobs. i

(Bondee followup mailing, 63 respondents,ff:gflon 3.4)
L}

The great majority of respondent bondees feel favorably towards the bonding

A similar proportion report that they feel that the

36.
) (Bondee follow-

program.
program was useful to them in getting future jobs.

¥ up mailing, 32 respondents, Section 3.4)

|




_ of the strengths and weaknesses

e

1.5 Conclusions

Based on the findings presented’ in Section 1.4, and taking account

" the data upon which these findings
are based, two basic conclus;gﬁshgan be reached:

1.  The bonding program appears to be achieving significant
results for at le#st some ex-offenders at a-relatively
low cost. But the data are not good enough to develop
definitive estimates of program impact.

2.  The wide discrepancies in program utilization and results
among the bondees suggest that the program has worked con-
siderably better for some bondees than for others. Efforts
to pinpoint who is best served and why this occurs should
enable the Department to improve the program to reuach its
full potential in improving the employability of ex-offenders. R

These conclusions are based upon ten supporting conclusions. Euach

of these is presented and explained below:

3. The data do not permit judgments concerning the overall satis-
faction of program participants, but a majority of those /////“
: 2"§ees and employers for whom information is available have
ndicated strong satisfaction with the program. Similir
satisfaction has been expressed by the officials of the public
Employment Service and the insurance broker which has serviced
all bonding contracts to date: .

The attitudes of employers and bondees toward the bonding program are

discussed in Sections 3.2.4 and 3.4.3 respectively. In each case, the respon-

dents to a mailed instrument reported a good deal of satisfuctd

ion; many-

employers indicated a willingness to hire additional eXuoffenders.
satisfaction of the Employment Service and of the insurance contractor

were determined in the coursc of research for the History of the B@nding

Program and are discussed in that document,

4. Evidence suggests that the basic expectation of the bonding
program designers has been met, namely that the bonding pro-
gram has helped large numbers of individuals to get jobs,
which they were barred from holdixg because ot the restrictive
¢lause in standard blanket bonds. -

A good deal of the evidence for this conclusion is based upon

analysis of all bondees and is therefore fully trustworthy. Some-of the

-

data are based only on Illinois bondees and thus$ the conclusion depends in

20 ,




“in part upen an asSumiption that the I1linois bondees are typical. Thus, for ~
M r

exahple, the vast majority of bonding program pafticipants in Illinois
have been ex-offenders and (at least in Illinois) these part1c1pants
appear to be remarkably typ1ca1 of the” ex-offender populat1on as a whole L

in terms of demograph1c character1st1cs.
, .
Add1t1onal f1nd1ngs ‘supporting th1s conc1u51on are based upon the res-

1

ponses offewerthan f1fty employers to a_ ma11ed 1nstrument As such, there

stated in Section 3.2, a majority of the employer respondents required bonding
for all of their employees, thereby ruling out the possibility that they would

employ anyone who could not get such coverage. The importance of the restric-

“

tive clause in the standard blanket bonds is underscored by the fact that

.

the majority of the employer respondents indicated that they used blanket

bonds.

.

is some question as to how far they can We generalized. Nevertheless, as I

5. There are some .indications that the bonding program .
has helped participants to get better jobs than they would
. otherwise have gotten, "

As is discussed in Section 3.4, the results of the bondee followup
ma111ng indicate that the maJor1ty of responding bondees report 51gn1f1cant increases

in salary between their jobs prlor to the bonding program and their current

.

employment. A majority of %hese bonding program respondents report retention
. . > . . . . . . .
oh the bonding job of one year or more; job satisfaction i$§ one factor which

may help td explain this finding. It should be stressed however, that these
.
. findings are based upon a four to six per cent response rate to our mailing

i
|

(and represent only about one percent of the total number of bondees),

¥ o Yo - .
Therefore, extreme caution must be-used in generalizing from this group to the

‘entire bondee population. - ) .
i . .




6. The expectations of the bonding program designers with = Sl T :
respect to the trustworthiness of most ex-offenders.appear
to be justified,
3 t “ .
As is discussed in Section 2.3.2, approximately one in fifty bondees has

-

been the subject of a paid claim, yielding a "2% default rate."” There is no ¢
way to compare this figure with the '"default rate" in standard commercial

;bpnding, but the result is considered significant in itself by Department of

.
v

Labor staff, given the criminal records of the vast majority of bondees.

= 7. There is no objective basis in the available data for

resolving the dispute between employers and insurors as to -

whether or not the former tend to use ''unbondability"

to cover up unwillingness to hire ex-offenders.

Insurance industry spokesmen have indicated that there is less of an "un-

bondability" problem than is often assumed; they maintain that, in most cases,
they are willing to make exceptions to the exclusionary clauses whenever employeﬂ§
give them good reason to do so. This position has been taken by a number of
individuals both in the industry trade association and in the fidelity bohding
departments of America's largest insurors.
: On the other hand, as indicated in Section 3.2, the respondents to the
employer followup questionnaire indicated that requests for exceptions are

turned down about as often as they are approved.

8. There have been no major changes in fidelity bonding industry ﬁractices
which can be attributed to the bonding program.

9. There is little likelihood of fidelity bonding industry change ‘in the
future based upon the criterion 'of profitability of bonding ''unbondables".

Although the analysis of the loss experieggifof the program in Section
2.3.1 indicates that the loss ratio for the bondfhg program is lower than the
comparable ratio for the insurance industry as a whole, there are a number of

0y

unverifiable points made by leaders of the insurance industry which tend to

reduce the importance of this‘finding from the insurors' point of view.
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10. A number of important questions concerning the need for fidelity
——-—-—-bonding-and the-impact of-the program remain unanswered at-this---—
point. These questions involve:

! e -

a. The incidence of fidelity bonding in different occupa-
tional groups and geographic locations.

b. The average level of coveraée of bonding for specific
jobs and industrial categories nationwide and within speci-
fic geographical areas.
As is ind%cated in Section 3.2, the Surety Association ofiAmerica has

only limited data on the incidence of fidelity bonding nationwide and in .

mates that only 15-20% of those who might be covered by such bonding #re in
fact covered, there are no comprehensive statistics concerning variations

in utilization of fidelity bonding in different indﬁstr es and geographic
regions. Similarly, there are no availdble statistics concerning the average
amounts of coverage. Thé fact that rpuéhly hgif the bondees were covered for
the maximum amount ($10,000) suggests that the limit may be too low and

@

that bondees may be excluded from certain jobs in certain industries because

-

of this limitation. The above-cited data gaps make it impossible to resolve

this issue.

11. Lack of appropriate data makes it difficult to interpret the wide
. variation ih program utilization definitively. The available
data raise--but fail.to resolve--such questions as the following:

a. Why are there such wide variations in the proportions of bonding
activity in different occupational groups and geographic areas?
Are these disproportions reflective in any way of Employment
Service practices? .

Why are there such variations in length of time bonded? Why,
in particular, were one-quarter of the bondees covered for
only one or two months? If the bondees left their employers
~after this short period of time, what can be done to improve
the bonding program retention rate? On the other hand, given
the finding that a significant proportion of respondents to
the bondee followup mailing reported retention of four years or
more, is there anything that can be learned from these '"exem-
plary" placements that can be used to improve the placement
process for others? ‘ :
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~ ~c. Why are there such variations in the. proportions of filed . . ___ S
claims among d1fferent industrial c1a551f1cat1ons and geogra- '
ph1c areas? -

Many of these quest1?ns .could be answered through an experimental ) i .
effort to keep detailed records of JOb development and other contacts with'
potential employers gf bondees and improved periodic followup with bondees

_? i 4. . .
~'and their employers.* (The finding that nearly.one in six respondents to

the bondee followup mailing indicated that they left their bonding employment'

_prior to the recorded term1nat1on date on the McLaugh11n monthly progress
reports also suggests that add1t1ona1 attention may need to be paid to
followup activities.)
This experimental followup activity could begin after the initial refer- -
ral and could continue both whrle the bondeefremains on the job and for
. several years ther)after. -
12. There is some evidence that the program operates more actively

when expansion or modification focuses attention on the bonding
. program at the local level.

[y

As is discussed in the History of the Bondidg Program, it was believed

that the inittal failure of the bonding program to produce moredplacements

was, in part, the result of lack of efforts to "push" the prograﬁ among ES é
staff and among employers. ‘The December, 1966 meeting of bonding Sponsors
" which stressed the need to promote the program was followed by a pronounced
increase in bonding activity. |
As is discdssed in Section 2.2.3, there appears to be a general pattern
.in utilization of bondinghwithin a.state or locality: bonding activity peaks
within a year or.two of implementation of the project, then sloofy declines.
Analysis of placement data suggests that this pattern was interrupted by the

g

dec151on to ''go nat1ona1" and the subsequent 1ssuance of new adm1n1strat1ve

directives. Thus, for example, six of the states had statew1de bond1ng

-

340

21 '




»

- e hd >

. ‘ N
.

“

activity prior to 1971, when the program was expanded f°_a,h§?599?{_599391

" Bondings went up during the first year of the national program in five of

the six states (the one state that did not fit, this péttern witnessed an

-

' enormous jump in bonding activity the year after). This finding may be
caused by a number of factors, buf certainly the attention given to the "

program by ES staff is likely to be one: of them.

"




1.6 Recommendat1ons J ’ ’ . . “

e _ T e T e, _

'The following recommendations are based upon data presented in o -
. . ’ L4 . -

the History of the Federal Bonding Program as well as the data contained .

in this Program Analysis. Recommendations for‘Departmental action.are ’

presented first; they are followcd by recommendations for further re-

. o
] 4 " <

search on the program.

-

1.6.1 Action Recommendations +

RS ——
1. The Department of Labor should continue funding f1de11ty bond1ng -
activities utilizing an underwriter/contractor and the current
program design and administrative strycture pendlng the results ’
of research which can suggest methods for 1mprov1ng program
effectiveness. w . ’

- While definitive conclusion; onxphé resu1t§ of th; bonding ﬁroggam caﬁﬁot
be drawn from the available data, the program does appear to'havé*ééﬁgevéqu .
significant results for at least some ex-offenders, at a relatively low costi .
Available evidence suggests that the program has enabled many ex-offenders to
get jobs which they could not otherwise have dﬁtdined. ﬁondee carninés and )
reteption data, as well as'th; satisfaction expressed.bf‘bondees andatﬂeiru
“employers, provide‘strongdindicationsﬁof positive impact.. : s
Finally, and perhaps most importantly, the programhdoesaprovide a service
which does not appear»to be duplicated anywhere eléé.” Withouthsqgh a program,
 thers would gpparently be no wanid‘Which large numbers of ex-offenders could
be placed in jobs which require bonding. .;» > ‘

On the other hand, the var1ab111tv in program outputs sueqésts

that there is a pohentlnl to effect chanqes which can impbrove overall

>

program performance in-many respects. Some of the directions which should (ahd

should not) be taken have become clear during the conduct of this study. Thus,

"
e

W
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~ for, example, ‘the program designers had been cons1der1ng the p0551b111ty of

» "eliminating the middle man" and creating a bonding program {n whlch the United
Sfates Government provides insurénce coverage directly. There is Iittle evi-
dence to su%port such an alternative at the present time. Calculation of thé
costs of this option is beyond the scope of this study, but as is noted in
Appendlx H, ‘the General Accoupt1ng Office recently recommended reJect1on of the

- =

"self-insurance option in the case of a related U.S. Government surety bonding

*

program.y A careful study of the costs and manpower requirements for U.S.

-

Government -''self-insurance"” should be completed before this alternative is

i -

. given serious consideration.

-

On- the othgr hand, there are no data whatsoever concerning many other ad-

+ W
o L3

ministrative arrangements'for the program. Suggestions for collecting needed

data are included,in Sect}oh 1.6.2 below.

*

> 2. The Department of Labor should immediately 1mp1ement procedures
T~ for improved followup of bondees.

Improved followup would serve both 1mmed1ate operational and longer rahge
researcq purposes. Operat1onally* 1mproved followup could become an integral
part of a broader system to insure that bonding program funds are being effec- -
tively spent. Roughly one in six respondents to the bondee folfowup mailing
indicated that they had left their bonding jobs prior to the date recor&e& on
the McLaughlin monthly progress reports. Regardless of whether or not the one
in six ratio is representativeﬁof the bondee bopulation as wﬁole, this finding .
points up the fact that there is a potential for misallocation of funds in the
"bonded untii further notice" system in which an individual is covered under:

- the program until the employer takes some pbsitive action to -terminate the bond.

Since the eﬁployers are not paying-anything for the bond, they have little

incentive to report terminations promptly.

a R
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Consxderatlon should therefore be g1ven to development of a followup y

system in wh1ch a bondee is dropped from the rolls unless ev1dence is reCelved

a

stated that he is still employed at the bonding Job This system could also be

>

agapted to accompllsh the research purposes described in Section 1.6.2 below in
which the data from improved followup could be used to help plan and implement
improved administrative procedures throughout the counselling, placement and

followup processes.*

While_the benefits from improved followup are clear, the costs of such |

activity are not. The Department may, therefore, wish to test a variety of
followup procedutes on a pilot basis before selecting the one to be implemented

nationwide. A n : :*
3. The Department of Labor should review the results of this study with
the leadership of the fidelity bonding industry im order to explore

whether or not any further efforts at institutional change appear

worfhwhlle.

It is by ho means clear that contacts with the leadership of the Surety o

+

Association of America and fidelity bonding specialists among leading under-

writers will result in any concrete benefits to the program, But the potential

A

exists. Possible benefits include the following:

. Provision.of "technical assistance" to the Department by insurors;
concerning possible improvements in the deslgn and administration of
the Federal Bonding Program.

. Dlscovery of _means whereby underwriters might be pursuaded to increase
the frequency of their coverage of ex-offenders on a case-by-case basis,
or develop some version of "assigned risk pools' for ex-offenders.

While it does not seem llkely that major changes in insuranc¢e industty’ -

-

practice will be promoted by the data contained in this Final Report, the
reactions of ihdustry experts to these data may provide the Department with

useful insights in refining and improving the program model. Meetings on this -

*  These further uses of follow-up data are discussed in Section 1.6.2 below.
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o ”iéplc may well pave the way for further government 1ndustry cooperatxon At

minimum, such meetings would meet the expressed desires of fidelity bonding *

specialists to learn more about the Federal efforts.

*

The Canadian experience with fidelity bonding of ex-offenders provides
some (albeit speculative)- evidence that American insurors may be persuaded to

cover a larger proportion of ex-offenders than they now are willing to accept.. |

As is discussed in Aupendix G, Canadian insurors have entered into an agree-
‘ment with the government to consider applications from ex-offenders if they
-°  are recommended by parole orficers probation officers, or members of volun~
tary after-care agencies. This voluntary program has scrved.only a 11m1ted

number of'ex~offenders, but“virtually all’of these recommendations have been

arrangement in the United States.

»

1.6.2 Research Recommendations

* )

e

* Despite the conclusion that the bonding program appears to have demon-

strateu its utility, the data suggest a number of areas where further research
mlght promote reflnement of the program de51gn and administrative structure in
Order~to improve program performance. In many cases, bas;c data concerning
the rolé of fidelity bonding in the economy are not gvailable., In order to
determine whether or not the bonding program is currently reaching all those

&

who might benefit from it, the following recommendation should be 1mp1emented.

4. The Department of Labor should carry’out research to answer the
‘ following questlonS‘

a, What is the scope of fidellty bonding requirements in the
© United States? .




<«

"~~~ b. How do f1de11ty~bond1ng~requtrementsfvaryuamong'different
industrial classifications and geograph1c areas?

In add1t1on, there are a number of findings concerning variations in pro-
gram utilizatiaﬁ which can be explained by several factor%, only some of which
relate to program design and administration. In-order to distinguish between

- <

" these and other factors: ”

. + 5. The Department of Labor should carry out research to answer the

"*fOilOWiﬂi*QﬂQSEiﬁﬁS*" ******** -

a. Why has bonding actiV1ty been dispropdrtionage among specific
industrial classifications and geographic locations?

* Why has the claims experience been’disproportionate among certain.
industrial classifications?

As was indicated in Section 1.5 of this volume, there is a

wide range of findings which raise questions concerning the specific elements

“ of the bonding program model. In order to answer them:

L4
. ’ : W

6. The Department of Labor should carry out research to answer the
following questions: .

a. Why do significant proportions of bondees apparently leave their
bonding jobs after only a month or two?

b. To what extent is the bonding program information system failing

to provide up-to-date information concern1ng tenure of .individuals
in bonded jobs?

c. Why do some placements result in significantly longer retentions
than do others?

d. To. what extent has the $10,000 1limit excluded bondees from certain
jobs? .

Many of these questions are unanswerable todaylbecause of difficulties«in“
contacting bondees and ;mployc,s many years after they have concluded Eartici-
pation in the program. The folibﬁup activities described in recommendation #2
‘above should, therefore, also be designed to provide (at least on a pilot basis)

the kinds of information needed to answer these questions,

30

27




“Completion of this research would enable the Department to promote strength-
eninngf the couqselling, placement, and employer'rplations activities of the
public Emﬁloymﬁnt Service through provi;ion_of info;mgtion on:

o The kinds of 56bs which usually require bonding and those which do not

o The klnds of jobs in which bondees have been most "successful", i.e.,
those w1th lower turnover, lower default, and higher pay.

°

This in turn would give job developers a '"tool" which could be used in creating

+
-

tact activities. *S1m11ar1y, it ‘would provide additional guidance to ES copnsel-
- lors in their efforts to flné'satlsfactory placements for ex-offenders. In
short, collectlon and ana1y51s of followup data should enable the Employment
Service to minimize inappropriate referrals and hence achieve its twin objec«
tive of improving service to -employers and service to diéadvantaged job seekers.
‘With the collection of systematic followup data, it would then be ppssiblé

-

to carry out the following recommendation:
' >

7. The Department should seek to determiné whether or not there exist
correlations. between specific administrative procedures and "success"
in the bonding program: ’ ,
Examination of the Employment Service Local Office prpceduresoby which the bond-
ing program is administered is beydhd thérscope of the current research. But the

wide variations in program outputs discussed in this volume of the Final Report

raise the possibility that some Sponsors have de?eloped procedures which

contribute to better placements and longer retention.

Once better output data is available, it should be possible t6 determine
whether or not whether or nbt‘¥here are relationships between any measurable
outputé and such administrative variables as (a) whether or not bondees are

treated as '"special applicants' and referred to specialists and (b) the prehenée
1 : i
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or absence of related ex-offen&er“activiti;s in the State ES or Local Office such
as the Model Ex-Offender Program (MEP). While it is unlikely that such research
will produce definitive results, it may well suggest future ;irections for ad-
ministrative sfrengtheninz of tﬁe bonding program.

‘The "categorical" nature of the bonding program as it is now admin-
istered suggests that it would be -‘useful to explore ways in which some elements
of decentralization can be included in the program model:

8. The Department should develop and test the feasibility of alternative
bonding models which give a larger role to CETA Prime Sponsors.

Thers is a gooﬁ deul of uncertainty concerning the appfopriate role tor
the bon@ing program under CETA. This uncertainty results from the reference fo
“;ssisting in securing bonds" in the Title 1 listing of activities which may be
included in a‘Prime Sponsor's comprehensive manpower program. At the same tuimc,
Uccause of the preponderance of ex-offenders in the bonding program, authority ‘
"ufor fidelity bonding activities appears also to %é present under the CETA .
vitle 111 reference to "procédures\?p insure that (offender) participants arc
provided with such manpower training and support services which will enable
them to secure and obtain meaningful employment."

Although these two bases for bonding authority create some ambiguity, it
appears extremely unlikely that any Prime Sponsor would be able to contract for
pre-arranged commercial bonding for its CETA trainees. Pending breakthroughs
in the fidelity bonding industry, it would thus seem necessary for anyone‘
wishing to arrange for bonding of ex-offenders to develop a nationwide contract

2

with an underwriter sinilar to the existing Manpower Administration contract.

In short, it is difficult to conceive of an administrative structure for

the bonding program which does not include a strong federal role. But the
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- -exact nature of that role, and the relationship of the Department of Labor -

National Office bonding staff and CETA Prime Sponsors are by no means certaln
In planning the future. reiationship between the Department and CETA Prime
bponsors in the’ adm1n1stratlon of the bonding program, it will be important

to remomber the language of the Comprehensive Employment and Training Act of

LIRS

1973 and supporting regulations which stress the need to avoid duplication of

efforts and to fund delivery agents of proven effectiveness.

Given this legislative mandate and the available data on bonding program

.

administration, a wide range of‘options remains. Under one such option, bonding

would continue to be avallable through all 2400 Local Offices of the w

Emﬁloyment Service, as is chrently the case, but Prime Sponsors would have the
v Optlon of designating an additional agency as a bonding Sponsor as well. In :
. cases in whxch Prime Sponsors are heavily utlllzlng the Employment Service fdr
placement, they would have no reason to designate’ any additional Spogsors. But
v if the Prime Sponsors were using other agencies to accomplish the placement

. functlon, they would have the option of deslgnatlng that additional agency as

© +a bondlng Sponsor as well In all cascs, the b0nd1ng units would be supplied

.
[

"free“ as part of a Natlonal Office approprlatlon, and the bondrng Sponsor would

B be resp9351b1e for absorblng the admlnlstratlve costs of the program. —

" The advantage of such a system is that it would give Prime Sponsors addi-
tional flexibility in utllxzatlon of the bonding program, enab11ng them to use
;gencles other than the Employment Service if they chose to do so. The d%s-
advantages would include the additional administrative complexity resulting from

the inclusion of additional bonding Sponsors, although this might be minimized

by utilizing a Statewide intermediate Sponsor playing a role similar to that

. «which State ES offices currently play -- or continuing the use of the
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State ES agency as sponsor for all bonding in°the State -- whether bonding

#

‘was carried out by ES Local Offices or not.

-
-

Other options which entuil using the availability of "free" bonding
slots to Prime Sponsors us an incentive to promdting offender manpower
activities also appear feasible and worthy of further consideration.

FlﬂdllV, the need to conduct the research described above in a \Lleutlilkdil\

- - *

rigorous manner and to communicate the vesults of th1> Tesearch to*kv} decis

ston-

»

makers in the insurance industry und business community suggests that the

rescarch, process could be strengthened if the Department adopts the .

<

recommendat ion that:

The Department should plan and implement the aboveb\
described research utilizing an advisory committee
composed of acuademic experts in manpower and criminology
us well as public and private sector participants.

9

*

Tﬁe presence of academics Oﬁ/:;;‘committee would help to insure that

the latest research in offender rehabilitation is utilized. The public
and private sector participants could provide practical input into the
research design and data’ interpretation and Eould disseminate findings to

their respective organizations.
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2.1 Bonding Program Participants

.

¥

éfﬂ OPERATIONAL CHARACTERISTICS OF THE FEDERAL BONDING PROGRAM

Section 2 describes in some detail the operational characteristics

of eight years.of,pzngram_ac:iyitxl“wihatﬁis,”thewscctionﬂpresents‘ — ——

data on how many individuals participated in the program, from where,

.

at what time, 'for how long, at what cost in premiums, and so on.
It should be recalled that this report does not constitute an evaluation of"-

the program; however, trends in the data are pointed out wherever appropriate

L]

in orde¥ to suggest areas for further investigation. Basic demngraphic

characteristics for Illinois bondees are presented as the best available in- -

14

dicators of such characteristics;for all bondees.

»

This subsection summarizes the follbwing characteristics: ' :

e
.

Number of bonds Jpsued, number of individuals covered, and geograpljic pat-
. rd . e 1 .

terns of bonding activity. ‘Additional characteristics of program utflization

o T XN
are discussed in Section 2.2. : .

2.1.1 Number of Bonds Issued, Individuals Covered
" Analysis of the McLaughlin montﬁly progréss'reportf indicates that 6655
boﬁds were issued under the Trainee Placement Assistancg Demonstration Projeéts
and. their sucg;ssors in the Federal Béndiﬁg Program, between the program |
startup iﬁ.Juné 1966, and July 1974. As is shown iﬂ{Exhibit g:l‘below% roughly
three-eighthsof these bonds were issﬁed during th; time when bonding '
‘;as an experimental pr(ogram admini;stered by the Office of Policy, Evalda{ion and
Resggrch; the -remainder took place under the national pfogramVadministered by
the United Statés Employment Service.ﬂ ’

* These 6655 bonds were issued to a tytal of 6401 individuals. The discrepancy

between these two figures is explained 4An Exhibit 2-2. Of the 6401 bondees,

»
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225 (or 3.5 percent of them) were bonded two or m(g times; five were bonded

s -

’ . - . P . . . *
four or more times. ‘One individual was bonded six times.

) EXHIBIT 2-1
P4 v
BONDING ACTIVITY BY PROGRAM STATUS
(N=6655) N )
) Bonds Issued Percent
Trainee Placement : .
Assistance Demonstration ’ ’ =
Projects - 1966-1970 2529 38.0
Federal Bonding Program ' N
1971-1974 4126 62.0°
o TOTAL . 6655 100.0

: Source: McLaughlin Monthly Printouts - »

- 2.12 éeogrqphical Patterns obeondingrActivity
Wi;hin a few months of the implementation of the firsf Trainee Placement

Assistance Dem&ﬁstration Projects, OPER and USES officials became aware of the
fact that new bonding; were occurring disproportionately at a limited number

of sites. On-site reviews of these initial bonding Sponsors led to a conclu-

sion that bondings were occurring most often where Sponsors were taking an active

role in promoting the program among their own-_staff and in the community.**
This pattern of disproportionate utilization of the program has persisted
throughout the history of the program. As is shown in Exhibit 2-3, more than

one-half of the bondings throughout the history of the program have taken place

in just four states, California, Illinois, New York and Oregon. California alone’ .

4

* ThiS discrépancy between the number of bonds and number of bondees complicates
the analysis of much of the bonding program data. All of the data on the

universe of bondees presented in this report should, more properly, be
called data on "bondings', some of which have involved the same bondees.

For purposes of simplicity, however, the term "bondees" has been utilized.
*+ History of the Federal Bonding Program, pp. 83-91.
{a‘
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EXHIBI{/Z—Z . |
. - ’ . . ¢

. NUMBER OF TIMES BONDED
- ) s (N=6655) . .
i . Bonos Issued,. \\\\\\‘
Bondees - .To These Bondees

.|, once 6176 | 6176 } i
Twice ;203 | 406 : Lt
“Three Timos L 17 - . 51 )
Four Times ' f‘ 4 16 i
Five Times - o 0o ‘5
Six Times _ S 6 X

Total 6401 6655 )

« 8 .
. Source: Mclaughlin'Monthly Printouts | -~

.

has accounted for nearly thirty percent of the total bondlngs, and. has had .
. almost four times as many bondlngs as its nearest compet1tor state.
This concentration of bonding activity can be explalned in part by the fact
that many of those states with the highest numbers of bondees have pq;ticipated' '

in the brogram»for longer periods of time. For eXample the three leaders in .

v

total bondlngs, California, Ill1no1s, and New York ‘were part1c1pants in the
lnltlal Trainee Placement Ass1stance Demonstrat1on ProJects in June, 1966.

Each of them has maintained a statewide operation sincde March, 1967 The fouoth
*state, Oregon, also achieved statewlde status during the experlmental phase of
the program and thus also galned a "head start' on many other states of 51mllar
s1§e.*

Y . - . " - '

*The expansion of the bonding program is discussed in detall oh pages
- 65-83 of the lii atory of the Federal Bondlng.Program.
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: . , : ; @XHIB;T‘Z-S -
| -« .GEOGRAPHIC DISTRIBUTION OF BONDI&C PROGRAM UTILIZATION
L ¢ (Jne, 1966 - July 31, 1974)
| v;_‘;;_k;;*,,Numberﬁdf,A,‘; ,,,,,,, .4___“___,4 _,k_;,_ﬁumbm;nﬁ_,
State . Bondings Percent State Bondings = Percent
California - 1946 - 20.8 ' N. Carolina cos 39 .6
Illinois s42 . 8.1 " Virginia 39 .6
New York & - 444 - 6.6 ~ '  Nebraska 29 a4
Oregon . . . 382 S:i -Nevada 23 .3
Michigan _ * 336 5.0 Montana 21 3
Missouri ; 321 4.8 -.  Maine 21 .3
Texas < 304 4.6 Kentucky - 21 53
Ohio .o 286 4.3 .. Carolima ' 14 .2
Georgia ‘169 ’ 2.5 ) Louisiana o 13 .2
Indiana . 154 2.3 . Hawaii 11 .2
Washington 162 2.4 W. Virginia - 7 .1
[ Alabama * 172 2.6 Tennessee 7 1
Dist. of Columbia 221 3.3 “Idaho 7 1
. Florida - 123 1.8 N. Dakota 6 .1
Massachusetts - 118 1.8 Vermont 4 !
| Pennsylvania 111 S , N;‘Hémﬁshire 4 .o
Arizona T 103 1.5 " Arkansas i 3 *
Cpnﬁectiéut . 76 1.1 ’ Rhode Island 3 *
Maryland 56 .8 Qklahoma 2 - *
Wisconsin .. 51 .8 “Wyoming . 1 *
New Jersey 49 .7 _, Delaware ' 1 *
Colorado 4 44’ .7 Alaska 1 *
Minnesota . 44 .7 Puerto Rico 0 --
Utah ' 42 B Mississippi 0 -
.Kansas T 41 .6 South Dakota 0 ==
Iowa 41 .6 S\
.6 TOTAL ~ 6642 99.7 *+

New Mexico ) 40

Source: MclLaughlin Monthly Printouts

**Totdls may not equal 100 due to rounding.
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Exh;h;;_};_ demonstrates that -during the period since, Januarf 1; 1971,
when the program has been avallable nationwide, the bondxngs are only slzghtly

more dlspersed. In the post ~-1970 peraod, more than half the bond1ngs are st111

-

accounted for in only 51x states. . ‘ T p

- LA

#

+
@

At the other extreme, fourteen states (ahd Puerto Rico) have had fewer than

~

ten bondings each» desplte the fact that the program has been avallable in ?w‘

» . e * ® !

each of them since January 1, 1971. There have been no bondlngs whatﬁoever s

[
&

in Mississippi, Puerto Rico and South Dakota.

; ", . ' ' R ,,.a °*
In general; the State Employment Services in these jurisdictions have

. - s -
v - @

reported that there is little need for the program where \it is not being'used;

They have reported that their staff” haveobeen made aware of the program, but

M )

.due to employer and 1nsurance company praztlces there is 11tt1e need to ut;llze

o . B

“the bond1ng program, : o, ' K _ .

S ¥, £ N

2.2 Additional Characteristics of Utilization

The characteristics of ut111zat10n of the bondlng program dzscussed in
thJ< subsectlon of the report 1nc1ude. the amognt of ‘money for which borideés
have been covered, the length of time for which théy have been covered,

i b [3 "

additional patterns of bonding activity, and program costs.

2.2.1 Rate of Coverage .

[

“

Lo
3

As originally implemented;rthe\Trainee Placement Assistance Demonstration

N &
" i

Projects prov1ded for variable rates of coverage ranglng from $500 per month

(one- unit) to $5000 per month (ten units). After one year of operatlon of the
demonstration program, the maX1mum coverage was raieed from $5000 to $10,000
per month (twent; units).. ;

Despite this flexibility, Exhibit 2-5 demonstrates thatdthe majority‘of
bonnees have been covered at the maximum allowable level, In all, roughly one-

half of the bondees have been covered for $10,000; a fifth have been covered

for $5000; and the remainder for less thana$5000;
, i . :
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EXHIBIT 2-4

GEOGRAPHIC UTILIZATION OF THE BONDING PROGRAM
A fﬁanuary'lﬂ 1971--July 31, 1974)
L - Percent of State Percer;f of
State Number of Bondiags Total Bonded =~ Total Bondees
. _ Since 1971 Since 1971 Since 1971
California. . o 47.5 22.4
New York ‘ 208 " © 6.6 7.2
Michigan 2’85 K ‘84.8 6.9
Oregon 244 T 3.9 5.9
I1linois 229 ‘ ’ 42.3 5.5
Texas, 229 ‘ . 75.3 5.5
Ohio . | 189 ' 661 ‘ 4.6
Washington | " 162 1100.0 3.9
Indiana ’ 154 " 106.0»*‘ ‘ 3.7
Georgia 125" . 740 3.0
Florida 125 100,00 3.0
Arizona 103 o 100.0 2.5
Pennsylvania L .92 82.9 - : 2.2
" Missouri . . ) 90 28.0 . 2.2
Massachusetts 77 i 65.3 1.9 |
, Alabamé o ) 47 ’ 30.7 1.1
pistrict of Columbia ; 33 23.7 . .8 \
Remaining 35 States o 722 17.5 ; 17.5 }
Total ’ ] 11_2_6_ ' 9‘9_8‘
Source: McLaughlin Monthly Printouts




“ <. se EXHIBIT 2-5

RATE OF COVERAGE OF BONDEES
{(Per Month)
(N=6652)

. . ] Percéﬁt . N
Units . Value v , Number Of “Total
1-4 32000 or less ,_ 1056 - 15.9
5 - $2500 » ’ <482 7.2
6-9 $3000-$4500 252 3.8
10 $5000 L 1435 21.6 #
11-19 Between $5500 and $9500 66 1.0

20 $10,000 L 3361 ‘ 50.5
. Total 6652 100.0
Source: ~McLaughlin Monthly Printouts
4 ¢ b N

i 2.2.2 Length of Time Bonded

The original program directive for the Trainee Placement Assistance

~

Demonstration Projects called for a one-year limit on coverage. This restriction

o was eliminated in June, 1967, the same time that the coverage limit was raised., ~

At that time there was an expectation by the OPER program administrators that

. > bondees would not be covered indefinitely; instead it was hoped that after

.

- > .. - - s 7 P -t
"a year or eighteen months of successful participation in the program, employers |

would be’likely either to press their regular insurors to cover bondees, or

-

to agree to employ them without any additional bohding requjreménts.

. In December 1970, the United Bonding Compénx agréed to provide coverage’

s 1

at ”comparablé commercial rates' for bondiﬁg program participants who had

| _ 47
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"ok - ¢ ¢

§uccessfu11yucomp1eted eighteen months in the program (i.e., participated

"

‘ elghteen months without default).* ’ ) .

In fact the average bondee part1c1pated in the program cons1derab1f less
time than exther the one :ear or eighteen month llmLIS. The median time
of bond1ng for bondees who had terminated by July 1974 was 6.19 months.*

(Due to a number of especially high perxods of bond1ng -- as discussed

vbelow -~ the mean perlod of bond1ng was somewhat higher 9. 87 )

Exhibit 2-¢ demonstrates that a large proportion of bondees was covered
in the program for a very short perlod of time: About a quarter of all (ter~
m1nated) bondees were in the program for only a month or two; more than four

of every ten were in the- program for four months or less.

There is no avaxlable data wh1ch 1nd1cates why most bondees ‘terminated

so quickly. The ‘logical alternatives include the;follow1ng: -
® The bondee left the bonded Job voluntar11y. - -
o The employee left the bonded job at'the employer s request.

o The bondee kept-the job and the employer decided to drop the‘

L requirement that” he be.bonded., , -

P . .
e The bondee kept the Job and the employer persuaded his insuror
to include the individual in an establishment-wide blanket bond.

It mould seem unlikely, however, that a "successful’ employment record of

four months or less would be enough to persuade many employers or insurors -

to "take a' chance" on the bondee. Therefore it.seems reasonable to believe
that many bondees terminated their employment either by their personal volition

. -

- _
Such coverage has been provided in about 60 cases since that time.
o

Calculatlons of amount of time bonded have, in general been restricted
to those bondees who had terminated by July 1974, Inclusion of individuals who
were ‘'still participating in the program would have biased the results by inclu-
ding data for‘more than 1000 bondees whose eventual time of bonding at termina-

‘tion could be considerably longer than the amount of time during which they

have been partlcxpatzng to date. 1}3




T | | EXHIBIT 2-6
| _ ﬂ AENGTH OF TIME BONDED
i . ' ' (N=6644)
% )
§ Months Terminated Still Bonded Total
} LN R T
g 77 6.5 539 9.9 616 9.3
| 2 87 6.9 928 17.0 1015 15.3
‘ 3 82 7.0 588 10.8 670 10.1
B 4 - 66 5.6 450 8.2 Sl6 7.8
E- 5 50 4.2 395 - 7.2 445 6.7
l 6 31 2.6 289 5.3 320 4.8
: 7-8 %0 7.7 436 8.0 520 7.9
» 910 104 8.9 297 5.4 401 0.1
11-12 82 6.9. 273 5.0 355 5.3
13-14 6l 5.2 297 5.4 358 5.4
1 15-16 54 4.5 130 2.4 184 2.8
; 1718 L6454 142 2.6 206 3.1
} - 19-20 41 3.5 170 3.1 211 3.2
i 21-22 22 1.8 114 2.1 136 2.1
- 23-24 -—-34° 2.9 81 1.5 115 1.7
25-30 75 143 2.6 a8 3.0
31-36 34 Q 74 1.4 108 1.6
37-48, 44 3.9 85 1.6 129 2.0
49~60 34 3.0 26 .5 ol .8
6172 30 2.7 8 .1 38 3
73-03 17 1.5 00 17
Total 1179 100.0 5465 100.0 6644 99,6
Source: &;Laughlin Moﬁthly Printouts
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Ed . ’ ‘
or by that of the employer. (One employer directly stated that \

turnover amon nding program participants was high, but' that it
was not Higher than other workers in the same position.) n ]
7. """\_ .
» At the other extreme, it can also be noted that 1032 bondees, representing

v

15.5 percent of all bondees, participated in the program for more than eighteen
«  months. fwo hundred and fonty~four»bondeesit3.7 percent of the total) were
bonded for longer than three years. C . |
. As was the case in the early terminees, it is impossible to determine
precisely why these individuals remained in the program for ss long a time.
This might have occurred for any of the following reasons:
® &he employer was not informed of the'suggested eighteen month limit.

e The employer was informed of the suggested eighteen month limig . and
tried to get alternative coverage for the bondee, but was unable to.

e The employer was informed of the eighteen month limit, but was unwilling 3
to pay for such coverage at standard commercial rates when he could
get "free" coverage under the bonding program.

2.2,3 Other Patterns of Bond1ngg§ct1v1ty

In reviewing the distribution of new bondings over the various geograbhic
jurisdictions and over time, a number of patterns emerge. As was indicated
in Section 2.1.2, bohding activity has occurred disproportionately in a
small number of states. “

It is not possible, however, to translate these statistics into estimates
of the relative effectiveness with which the various Employment
‘Serv}ce offices'were administering the program. Differences in number of
bondings could be expected to vary with the effectiveness of program adminis-

tration, but they could also be a function of at ‘least the following additional

»

*As indicated above, standard coverage at commercial rates has been an
available option only since December 1970.

00 -
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variables:

e Local employer attitudes toward requiring bonding df;their employees
regardless of whether or not they have criminal records.

e Local employer attitudes toward hiring ex-offenders regardless of
whether or not they can be bonded.
clauses.

e local economic conditions which might prompt an employer to raise

- e Attitudes of insurors toward granting exemptions from restrictive
or lower his hiring standards.
‘ b

e Population of ex-offenders and other hard-to-bond individuals
within a particular geographic area.
} . The kinds of data required to adequately isolate these regional variationsv
| .
| necessitate a research effort beyond the scépe of the current investigation,
1 but which might be of use in future attempts to identify causality of regional
patterns of utilization. v —

The post-1970 data for the Federal Bonding Program are pérticularly il-
lustrative of the variationé among yeérs énd states because the program was
operational in rougﬁly the same number of sites throughout the period.* The
total number of new placements reached its maximum in the second year of the
national program, and appears to have entered into a period of éecline since
that time. The data for 1974 are based upon an éitrapolatidn, but it appears
that the total number of bondings is not appreciably higher than that of 1971,
the first year of the national progfam. Exhibit 2-7 illustrates the trends

Ed

in new bondings.

*Interpretation of the data concerning the earlier E & D phase of the
bonding project is complicated by the fact that the program was continugusly
expanding throughout this period. Thus, for example, a lessening of boriding
activity at any one site would be camouflaged by the surge of bondings from
sites where implementation was more recent. It can be noted that the totul
number of bondings for 1969 was not appreciably higher than that for 1968,
despite the fact that there was a major expansion of the program in the latter
year. There was no expansion in 1970, however, and this year saw a signifi-
cant downturn in bonding activity. ,; 1

8
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‘EXHIBIT 2-7

NEW BONDINGS PER YEAR

Bonding Assistance

Demonstration Projects Number Percent
1966 74 2.9 s
1967 " 368 14.6
1968 712 28.2
1969 ‘ 728 ’ 8.8
. 1970 | 647 _25.6
TOTAL - 2529 100.1
Federal Bonding Program Number ‘ Percent
1971 981 23.8
s 1972 _ 1345 32.6 .
» 1973 ' 1198 v 29.0
’ 1974*(through July only) _602 . 14;6
TOTAL a2 100

*An estimate for new bondings in 1974 can be derived in the following
manner: '

‘(1) Analysis of the data indicated that there were 602 new bondings during
the first seven months of 1974. V )

(2) Analysis of new bondings for calendar years 1971, 1972 and 1973 indi-
cated that bonding takes place at a fairly constant rate throughout
the year.

(3) Therefore, an estimate for new bondings for calendar year 1974 can be
derived by multiplying 602 by 12/7 to project the continuation of the
N rate of bonding experienced in the first seven months of the year
to the year's end. _ This yields an estimate of 1032 bondees.

-(4) The estimated 1032 bondees for all of 1974 would yield the following
figures for 1971-1974:

Number ' Percent
1971 981 21.5
1972 1345 29.5
. " 1973 1198 26.3
1974 “ 1032 - 22.7
TOTAL 4556 100.0

Source: ‘*icLaughlin Monthly Printouts

1 ) *
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This same pattern of decline appears when the unit of analysis is shifted

" to the state level. Five of the seven states wlth the greatest total number

_ -

of bondings witnessed a s1gn1f1cant dec11qe in bonding activity between 1972
end 1973; the rate of bonding activity. further declined during (theAfirst
seve; months of) 1974 in four of the five, and in one of the fehaining two
as/well.

- ’

éevén of the next ten most active states reported record numbers of
bondings in 1973. ‘But in all of these states the rate/of bonding decllned
during the flrst seven months of 1974,

As 1nd1cated earlier, the reasons for these vArying patterns over timé
and across states are not clear. The deéclines may represent a slackep1ng
of the vigor with which the program is promoted, but theyvmay also represent

changes in the need for bonding. o :

2.2.4 Program Costs i

Analysis of ‘the data included in the mbnthly progress reports indicates

.

¥
that the total‘hhmbeh of units utilized by individual bondees also varied

Ngreatly., As 1s shown in Exhlbzt 2-8, nearly a quarter of the bondings required '

twenty-five or fewer un1ts. At the other extreme, eight bondees consumed more

than 1400 unitsuapiecgiw_Begggse_gf_these extreme values, there is a wide

.

variation among the measures of ‘central tendency. The median unit usage was

68.03, while the mean was more than twice that amount, 146.32 units.

Using the latter figure and an average price per unit of less than one

dollar,*xit can then be said that the average cost of the program for a typical

bondee was under 3150.00. . . ’ L .

.

- *Costs per unit were calculated by dividing total costs for the program by the
amount of units utilized (including units supplied at no cost).

.
i
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EXHIBIT 2-8 -
"/ UNIT UTILIZATION PER BONDEE
N=664.2) .
Units Used ':“ Number af Bondees | Percentage
1-25 | ) 1557 ‘ ' 23.4
26-50 1324 19.9
51~7£ 640 9.7
76-100 711 10.7
101-200 . N 1037 . 15.06
201-300 539 ST B - f
301-500 542 ‘ 8.2 .
501-1000 255 . 3.8
1001-1500 B 5
Total " 0642 99.9
Source: MclLaughlin Monthly Printouts
Compafison of the total units consumed (as indicated on the monthly pro-
gress reports) énd independent calculations: of approximate unit consumption*
révcal some discrepancies, but there are no consistent patterns of either over- — 7
culculﬁting or under-calculating. More than nineteen of every twenty caleula-
tions (95%) appear to be correct) the majority of the remaining cases are 1
unde;charges of approximately 25 or ;Zwer uniés per bondee.
*A computer-based procedure was developed to caleulate unit consumption
according to the provisions of various contracts and modifications. The ensuing
analysis is the basis for this discussion. L
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2.3 Characteristics of Losses *

Since the purpose of fidelity bondiﬁg is to protect;tﬁb empléying organi-
zation against losses causéd by emﬁioyees, an examination of the incidence of
*  such losses (or claims of such losses) under the anding program contributes
to a balanced review of thé program's operational characté?istiés. Thi; section

14

discusses in some detail the overall loss experience of the prbgram in the
context of general fidelity industry practices and loss experience; and, as
further guidance, there is a review of some spécific characteristi¢s of the

‘claims.submitted.

2.3.1 Loss Experience

s

Department of Labor pe;sonnel frequently refer to the "é% defaulf rate"

, associated with the Federal Bonding Program. This rate means that one in fifty
individuals participating in the program has been involved in claims which
lwere paid. S}ncé the focus of the bbnding p}ogram has been to determi.!:ape

feasibility of providing service to individuals who are not commercially bond-

able, it is reasonable that Department of Labor staff have been most attentive

to the relatively low proportion of bondees causing losses.

But in order to provide maximum understanding of: the Federal Bonding

Program experience to representatives of the fidelity bonding industry, it is

+

useful to present program statistics in terms which are more consistent with

&

the language and criteria used by fidelity bonding underwriters. These under-
~ & .-
writers are more specifically concerned with the dollars lost through defaults

than with tnézﬁnnbers of individuals responsible for the losées. From their
point o} view, profitability is a major evaluative Eriterion; and it is natural
thaf the industry .be more concerned g}th this criterion than the Federal
Government. For thiswreason,;an effort has been made to examine the loss
expérience of the Federal Bonding Prograﬁ in a way which relates it to situations

]
in the commercial bonding industry.

o6
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Developing 6peration;1 measﬁres of the "profitability"'of the Federal
Bonding Program, or of the corresponding name schedule lines of commercial ~ %
undéfwriters; is diffiéult for a number of reasons. In thé case of .

the Fedgral_Bonding Program, much of the day to day administration dfigbe pro-
gram is'handled Ly Embloyment Service personneleho have other responsibilities;
since hofEmployment Service Local Office pérennnel were h}red specifically to

' carry out bonding program activities; the~prog}am ﬂ;gain fact incurred "hidden

" costs" not covered by the premiums. -

. In the case of commefcial underwriters, standard accountihg procedures
in the industry do not permit disaggregatidn of income and éipeﬁéffﬁ?@s'
according to the varioﬁs kinds of bonding; the profitability of name schedule
bonding is therefore difficult to separate from the profitability of the much
g;eater‘volume of blanket bonding-, For these reasons, there is
;o way to draw realistic comparisons of the profitability of the Federal Bonding
Program and its commercial name schedule bonding ctounterpart.

However, it is possible to compare the Federal Bonding Program and com-
- ﬁercial uﬁderwriters in terms of a "loss ratio", which is aefined as ghe ratio
of total amount paéd.in claims for a given‘time'period fb the amount of moﬁéy_

earned in premiums. Fidelity underwriters bommonly use the concept of loss

)ratioé as an indicator of profitability, with a higher loss ratio indicating

<

a lower profitability. ’(Actual profitability, of course, also jncludes other
e expenses of doing business beyond those associated with the payment'of claims.)
Based upon’gtatistics provided by the dnited States Department of Labor,
in the period betweén,the inception of the Federa} Bondiné Proéram in June 1966,

and the end of February 1975, $948,11O in premiums was received, and $135,409 .

was ‘paid out in claims. Based on these numbers, the loss ratio for the entire

- ) oL 0 @
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program is 14.28 percent.* This figure is only fhrbeaquarters of the comparable

ratio for individual and schedule fidelity lines for all U.S. insurors for the

yéérs 1966-1571, which is 19.50 percent.** (Surety Association studies have

: estiméﬁbd that operating expenses associated with the production and under-
writing of individual or sched@le bonds amount to 56 percent of the direet
premium§ eérned, and when preﬁium taxes, loss'adju;tment expehses"and Brokefage
expenses. were added to the operating expenses and paid losses, the figg;;s d -
woul& "'probably show a total loss and expense volume ;pproaching the premium

1t should be recognlzed however, that the relatively low loss ratio

experienced by the Department of Labor bonding program can, in large part, be
explaiqed by the relatively high premium strucéure.inVOIVe&., Although the
pfémiums paid to the Deggrtment of Labo;Acontractgr/underwriﬁers have varied .

considerably during.the more than’eight years of the progrém's operation,

the mean premium rate was 93.31 cents’per bonding unit, or $22.39 per $1,000

> -

of coverage per year.***

*No attempt has been made to calculate the changes in the Federal Bonding
Program loss ratio over time, but when the statistics from January 1, 1970,
through February 28, 1975, are considered, the comparable figures are $114,648
in payments for default, and $668,110 in premiums, for a loss ratio of 17. lbo,
somewhat higher than the ‘ratio for the entire histotry. ot the program.

**The individual and schedule lines have been chosen for comparison'becauée
they represent the commercial alternativcs which are clcscst to the kind of bond-
ing provided by the Federal Bonding Program, i.e., covervd for specified indi-
viduals for spec1f1ed amounts of :money. . :

***The manner in which the Department of Labor determined the premium
structure for the Federal Bonding Program is described in detail in a. sepafﬁte
report, J[he History of the Federal Bonding Program . Briefly,; the Department
issued a procurement document which allowed bidders to set whatever fee they
felt was appropriate, given the fact that there was no actuarial experience
with bondees who were excluded from commercial policies. A single bid of $5.00
per bonding unit (or $120 per thousand) was submitted and considered unacceptable
by the Department. After negotiations, the bidder agreed to (footnote continued)

™
x . o O
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In,orderyto better understand the impact of ‘this prémium rate upon the
Department of Labor bonding loss ratio, Exhibit 2-9 shows how the ratio would
have been raised if the average premiums charged to the Department had been
Iower. «As can be seen in that exhibit, had the premium ratewbeén $16.40 per

$1,000, or lower, the loss ratio for the Department of Labor prbgram(would have

>

/

been higher than the Surety Association reported rate.

Although the premium rates for employment in certain jobs are higher than
_ 'Y v

$16.00, it should be recognized that this figure is probably considerably above

-
-

the rate normally charged for most jobs. Thus, for example, the commercial

’ P .

rate for automobile service station employees -- the largest category of

~

Federal Bonding Program bondees --,is $10.00 per thousand d§llars of coverage.*
. N : e

" Thus, in the absence of any data which suggests that claims are handled
differently by the Federal Bonding Program underwriters and other underwriters,
it appears that the ex-offenders and other ''unbondables' in the Department of

Labor sponsored program represent a somewhat greater risk than the average

commercial individual and schedule bondee.** ‘It is impossible to specify the

a price.of $1.75 per unit (or $42 per thousand). After :several

years of operation of the program, the Departmental contractor agreed

to lower the price to 70 cents per unit ($16.80 per thousand). When the Depart-
ment put the. program up for bids a second time, the sole bidder offered 85 cents
per unit ($20.40 per thousand). This bid was accepted and this rate is cur-
rently in effect.

*Surety Association Rate Manual, "Fidelity -- Indiyidual and Schedule ~ -
Bonds -- Classified Lines'", Revision of January 1, 1965, p. F-65.

**Since loss ratios are based upon premiums and losses, the only possible
explanation of differences in loss ratios is differences in premiums charged
and/or differences in the manner in which claiims are processed and losses in-
curred. In some cases, one might posit a relationship between the premium )
charged and the loss experienced. Thus, for example, one can imagine that if
premiums were higher, employers would be more selective (in hiring) and thus
loss experience might go down. In the case of the Féderal Bonding Program,
however, there is no evidence that suggests that either employers or bondees
were even aware of the rates being paid. Thus no possible impact of the rate
" on loss experience is possible. N ' ‘
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EXHIBIT 2-9

LOSS RATIO CALCULATIONS .

Federal Bonding Program

f ) ) e
June, 1966-February,1975. .
Actual Premium $22.39/&ear Actual Loss Ratio ‘ 14.28%
*Hypothetical Premiums _ 20.00/year *Hypothetical Loss Ratios 15.99%
\ 16.40/year_ (based on those premiums) ., c,o
) 15.00/year ; 21.32%
’ 10.00/year** - . 31.97%
Comparable Figure*** »
All Companies, N -
Individual and ,
Schedule Lines ‘ ’ ’ . -
Average 1966-1971 19.50%
Comparable Figure***
| . All Companies, .
| ” Total Fidelity, .
% Average 1966-1971 3 o 53.03%
| _ . «
{
|
|
i *Hypothetlcal figures represent recalculations of loss ratios, given

the same loss experience and decreased income based on lower premium rates.

i **This is the standard rate for employees at gas stations, the largest

; class of Department of Labor bondees.

E .

; ***Source The Surety Association of America. Summaries of Countrywide

- Loss Experience, F1de11tx}C1a551f1cat10n (1960-71). Data for years prior
.to 1966 has been excluded because it contains associated claim expenses as
well as direct losses incurred. -

09
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precise degree t6 which thé éx-offender; represént a higherlrisk without in~)
formation. concerning aveqage\rages.paid by individual and schedule bondees; |
this information is not available f;om theégurety Associa£ion or any dther source,
Over 86 pe}cgnt of the total premiums income collected for fiﬁéiity bond-
ing,cover?ge in the years 1960-1971)was for blankét bonds. For this reason,
care‘hust‘be taken ig interpreting a Eomparison of the Federal Bonding Program
19;5 ratib with that for the éntifa industry. But it can be noted that the’
14.2% percent loss ratio experienced by the bonding program is just over one-

%

quarter of the 53.03 percent ratio experienced by the entire commercial bonding

industry in the years 1966-71. As in the case of comparisons with individual

*

and schedule bonds, much™of the discrepancy can be explained b} differing
premium rates. Surety Association officials haJ; suggested additionq} ex-
planations for the disparities in loss ratios as well. These include the
upderftanding that most embezzlers have been employed for a far longer period
of time than the suggested eighteen month maximum period of coverage for
Federal Bonding Program participants at the time’they commif their crimes,
and the belief that Federal Bonding Program participants are awére'that they-

»

are "under the gun" and would be less inclined to begin devious practices

immgdiately.

In considering the loss ratios noted above, it should be stressed again
that these statistics are not perfect indica;ors of the relative profitability+
of the Departmenf of Labor and commercial fidelity bonding activities. As

\ - .
noted above, these figures do not include additional costs associated with

-

the conduct of the fidelity bonding business. Although no such comparisons
of the costs of administering the two types of bonding programs appear feasible
at this point, it is reasonable to suspect that the costs associated with the

administration of the Federal Bonding -Program (with its mandatory monthly .

reporting requirements) may be higher th%n those associated with standard

60 51
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commercial individual and schedule bonding. Thus the costs per ,bondee associated °
with commercial blanket bonding would, ;i can be expécted, e con§iderab1y‘

L s . . :
lower than per bondee costs in either the Federal Bondlng Program or the com-

" . W

mercial name schedule equivalents. \ f s

" ¢

The essential conclusion to be drawn from this brief é}aminétion*qfﬂthe
Federa{ Bonding Program loss experience is that bonding unbondables at standard

name schedule rates' is probably less profitable than cqmmércial bonding at identical

rates. For this reason, insurance companies cannot be expected to voluntarily adopt

0

_a program of bonding "unbondables" if their sole concern is maximizing profits.

At the same time, however, it should be recognized that -the overwhelming
ma;orxty of ex-offender bondees have not defaulted and that ‘the bonding of ex- offenders
does provide a major ‘benefit both to the bondees and to soc1ety, whlch has a maJor
stake in offender rehabilitation. Because of this, it would seem_ ‘incumbent_ upon the
Department to insure that some means of prov1d1ng this cov;r;ge remalns avaxlablﬁ
The data presented in this sub section do not necessarlly rule out increased in-
surance industry participation in bonding of at least some ex-offenders either at
higher premium rate; than are standard or f;r "public interest" purposes wﬁich are not
aimed at maximizing profits. If neither of'thesé:option§ proves poésible,'however,

the only remaining option would appear to be continuation of the currently imple-

mented system.*

*As is noted in the History of the Federal,BonHing Program , industry
sources have provided a number of explanations far their unwillingness to par-
ticipate in the program other than financial risk. Perhaps the most important
of these is the unwillingness to participate in a program which involves re-
linquishing the opportunity to screen individual applicants and eliminate
"unacceptable risks" from coverage.
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.7 2.3.2 Further Analysis of Claims

*

-~

The examination of the overall loss experience of the bonding program

duriné the 1966-1974 peri6d provides information which is essential to undér-

¥

standing the record of program operations in the context of commercial fidelity

2

B . " ‘ .
vunderwriting. In addition, the specific characteristics of the claims sub-

mitted which resulted in payments (as well as of those denied and those still

- pending) provide information on the source of the claims, the size of indivi-

‘

dual claims, and their distribution among geographic locations, industry categories,’

o

and time periods. This information can be utilized to define tendencies among

-

the variables which, when verified, could lead to certain program miodifications

) ’ N . [ 3

,and, potentially, diminish the overall loss ratio (both in terms of bondees .
and in te?ms of dollars paid in claims). The following descriptions review

some of these characteristics both to present the background for the loss

experience and to point out thosk\tendencies which can be investigated further.

A general overview of the claims submitted can be highlighted as follows:

e The total number of claims submitted between July 1966 and February
1975 was 295. The total number of claims paid during that period
was 128, or less than half the claims. Even though 79 (or 26.8%) of
the claims were still unresolved, 58 of them were submitted over
three years ago. Finally, 87 claims were in fact denied.”

. @ The number of individuals represented among the paid claims is
approximately 128 (through February 1975).  The number of bondees
who had participated in the bonding program through July 1974 was
'6401. This represents default rate of 1.9%.

e The total amount paid in claims was $135,409 or 14.3% of the total
premiums paid from 1966 - February 1975.

e ‘The number of months which elapsed from formal initiation of a
claim to its resolution ranged from less than one month to more
than two years. One hundred and eighty-six claims (63%) were
'settled in one to twelve months, with half}bf those closed

between one and six months.

* Some of these claims were rejected because they were not adequately
documented by employers. Others were judged unsupportable.

- 62 . .
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e Claims clustered ‘in five states; they occurred more frequently in
certain years; a few industrial categories represented a decidedly
dominant portion of the claims submitted.

e The average size of payments per claim has risen, although erratically,
through the history of the program. R

e The relationship between incidence of ‘default and length of period
bonded se2ms to indicate a tendency toward more frequent defaults
among the shorter bonding periods.

e Overall, with the possible exception of service ‘stations, it does
not appear that there are any glaring abuses of the program which
might have been reflected in claims submitted.

.

DiSEribution of Claims by State and Industrial Category

€laihs were submitted from 34 states;* it could be expected that the number
of claims would be directly related to the number of b;ndings in these.states.
An examihationtof this ratio certainly suggests a clos? but not total
correspondence:w For instance, California had by far the largest number of
bondings and claims, while Illiﬁois (ranking second in bondings) ﬁad(only 18

claims. Exhibit 2-10 summarizes the relationship between the five states with

the highest number of claims and their corresponding rank in bondings.

EXHIBIT 2-10

COMPARISON OF CLAIMS TO BONDINGS BY STATE . -
STATES WITH HIGHEST NUMBER OF BONDINGS RATIO OF BONDINGS TO
NUMBER OF CLAIMS** AND RANK AMONG STATES***  CLAIMS BY STATE
California 77 1446 (1st) . 3.9%
Michigan 24 336 (S5th) O 7.1%
Texas 19 304 (7th) 6.2%
Illinois 18 549 (2nd) . 3.3% .
Ohio 17 286 (8th) 5.9% .

Source: Mclaughlin Claims Data

>

*Of the eighteen states not submitting claims, three had no bonding
program participants. !

**Through February, 1975
***Through July, 1974

"
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Just as bondings and alaimsfseem to cluster in a small number of-statés,
the types of companies and organizations submitting claims also clustq& into
a small number of industrial categories. At the two digit level of thé'Stan~
dard Industrial Cla%sification, seven categories of industries represents
71.7% of the claims for which SIC information was available.* Auto dealers
and service stations are by far the most frequent claimants (See Exhihit,'
2-11). Those industrial categories not listed were wide ranging in type and
represented between one and six claims apiece.’

EXHIBIT 2-11

DISTRIBUTION OF CLAIMS BY INDUSTRY CATEGORY*

' ) Number of ~ Percent of
SIC# Title Claims Total Claims
55 Auto dealers and service stations L9 . 37.2%
65 Real estate 22 8.5%
70 Hotels & lodging v 18 6.9%
50 Wholesale trade 16 5.4% o
72 Personal services 12 4.6%
59 Miscellaneous rgtail trade 11 4.3%
73 Miscellaneous business services 10 3.9%

All other SICs 73 28.3%

Source: ‘ McLaughlin Claims Data 258 100.0%

]
[

Howeveri, claim submissions represent only potential problems; it is claim
approval and payment which can more specifically indicate a vulnerable industry
category, particularly if such claims are frequent, relatively large, and

originate in geographically disparate areas. Exhibit 2-12 presents again’ the

industrial categories with the most claims, this time in descending order of

_ amounts paid in claims.

*Of the 295 claims, SIC information was available for 258. ®
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EXHIBIT 2-12

.

D -
AMOUNT PAID IN CLAIMS BY INDUSTRY CATEGORY
‘ | Number of Percent of
SICH ) Claims Amount Paid Total Amount*
55 Auto dealers § service 96 $47,686 41.7
stations
70 Hotels and lodging 18 17,514 15.4
20 - Mfg. food and kindred 6 10,894 9.6
iproducts
65  Real estate 22 10,196 8.9
72 Personal Services 12 4,243 3.7
All other SICs 104 23,504 20.7
l i 258 $114,037 .  100.0 -

Source: McLaughlin Claims Data

Over seventy-five percent of the amount paid out in claims went to companies

in four major industry categories. Again, service stations dominated the
list. Manufacturing of food and kindred product;, a groupiﬂg which had only
six claims submitted, represented slightly under ten percent of the total
amount paid in claims. However, the amount was primarily the result ;f a
single claim settled for $9,94S.H‘The other categories on the list of frequent
claimants (wholesale and retai} trade, and business services) compriséd.only
$3,130, or 2.7% of the total. Even though the total amount of

the claims paid in each catégory is relatively small, with the exception of -
service stations, it is significant that claims and actual losses covered

teﬁd to concentrate in a few industries. If there are characteristics of the
jobs available in these industries, such as frequent, unsupervised exposure

to cash or products, which might render them undesirable for bondee employ-

ment, then perhaps there should be less emphasis on those industries when placing

*Total amount in this instance refers to amounts paid for those claims
with an SIC identification $114,037




*
bondees.

Since service stations appeared so frequently as claimants, states in
which thesé:ciaimants were located have been included below. Again, it would
be expected that the states with‘the highest number of bondings would be among
them, especially if bonded jobs at service stations were frequent in those

states. Particularly noticeable is-Michigan with 21 out of its 24 claims

coming from service stations. Exhibit 2-13 is arranged according to the

number of service station claims. . \u’
EXHIBIT 2-13, .
*
CONCENTRATION OF CLAIMS FROM SERVICE
STATIONS BY STATE
TOTAL NUMBER  NUMBER OF SERVICE PERCENT OF TOTAL
STATE OF CLAIMS STATION CLAIMS STATE CLAIMS
MICHIGAN 24 ' .21 ) 87.5%
CALIFORNIA 77 15 19%
INDIANA 10 ‘ 6 : 60%
TEXAS ST ' 6 s
OHIO 17 5 29%
OREGON L1/ | 5 45%
MASSACHUSETTS 6 :g 5 83%
* KANSAS . s . 4 808

Source:l Hctaughlin Claims Data

*A discussion of the overall distribution of bonded jobs by industrial
category appears in Section 3.1. The available SIC's confirm that service
stations are frequent employers of bondees; the other industries are not so
clearly dominant. Unfortunately, sufficient SIC information’on all bonded
jobs is not available in order to provide information on other industries
frequently employing bondees. However, in Illinois, for which all SIC are

available, service stations ranked 3rd with 56 (14.0%) of the Illinois bondees.

Interestingly, no Illinois claimants were from this group.
~ 66
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Distribution of Claims by Year and Average Amount

The relative frequency of claims filed has ;ncreased to some extent from
1966 through 1974. In 1966,no claims were filed; between 1967 and 1970 this
percentage rose fréﬁ 2.2 to 5.0, dropped somewhat, and rose again to 5.0 in

1974. §gxhibit 2-14,below, shows the number of claiméiﬁhbmitted each year:

.

“ EXHIBIT 2-14

NUMBER OF CLAIMS SUBMITTED BY YEAR o
. Claims ‘as %
~ Year Total Bondings " # Claims ‘of Total Bondees
1y
1966 -74 0 0
1967 © 368 8 2.2
1968 712 . ’ 16 2.2
1969 . 728 29 : 4.0
1970 647 32 ! 5.0
. 1971 981, 40 4.1
1 1972 1345 48 3.6
1973 1198 57 4.8
- 1974* . 1032 51 . 5.0
(1975**) : .
281
Source: MclLaughlin Claims Data

Concurrently, the average size of payments made per claim has risen signifi-
cantly, although this rise has been erratic and may therefore be attributable -
to some factor other than the evolution of the program. In 1967, the average

W i B}

claim paid was $286. This rose drastically to a peak of $1861 per claim in |

1973. In 1974, the average was $840.° Exhibit 2-15 shows the changes in

average payments from 1966*through 1974.

*The total number of hondees for 1974 is approximated.

**Claims submitted in 1975 are not included in this exhibit because no
‘information is available on the bondees in 1975,
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EXHIBIT 2-15

. AVERAGE PAYMENTS BY YEAR
© Years # Claims Paid Total Amounts Paid Avg. $ Per Claim
1966 0 0 0
1967 7 2002 286
1968 ’ 9 . 3804 423
1969 o 6656 605
1970 : 8 8299 1037
1971 2 32676 1556 | '
1972 26 15551 598
1973 28 52133 . 1861
1974 17 14288 840 .
T N Source:  McLaughlin Claims Data e

-

Relationship Between Defaultand Length of Bonding

Claims data were examined to détermine whether there exists a relation-
ship between default and the length of time bonded. For all bondees ithﬂé
program through 1974, therewere a total of 268 claims submitted* Almost one

third oS these were submitted against individuals bonded for less than four
" months. The number of claims submitted declines steadily és the length of

time-bonded increases. However, this is not necessarily conclusive since

the pooi of,ipdividgals in each time period'drops. Thus, it is important

b

also to determine the claims as a percentage of the total number of bondees
within each time period.

EXHIBIT 2-16

s
.

CLAIMS SUBMITTED BY LENGTH OF BONDING PERIOD

] Claims As A
Number of Percent of Percent of the Bonds
Time sonds Totul Claims Active in Time Period
Less than 4 mos. 86w 32.1 3.7
4-6 months 70 26.1 5.5
~ 7-12 months 63 23.5° 5.0
13-24 months 33 12.3 2.7 -
over 24 months 16 6.0 2.8

... 268 100.0 ,
Source: McLaughlin Cluims Data, McLaughlin Monthly Printouts

Q- For bondees for whom length of time bonded is known.
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As is shown in Exﬁibit 2-16 above, ?lthough almost one-third of claims were submitted
against the group bonded less than 4 months, these claiﬁs were submitted for
only 3.7%4of this group: After 12 mon?hs, it appears that‘claims are less
likely to be submitted for those remaining in’ the program. Claims were sub- A
mitted against about 2.7% of bondeeé in fhe program for thirteen ﬁonths or
more, whi}e the shorter time periods show percentages of as high as 5:5%:

The group oé individuals bonded for 4-6 months appears to have several
significant chg;ac;eristics regérding' claims.. The portion of bondees in
that group against whom clajms were submitted was- higher than that ;n‘any
other group (5.5%); The group also had the second highest number of claims
submitted and the highest percentage of claims'paid. About thirty percent of ~
all claims paid were for this group; over half (52.9%) of claims submitéed
for th}s group were paid.‘ Accordingly, this group accounted for ‘the smallest
‘percentage (28.6%) of claim denials. Denials for other groups were asvhigh
as. 37.5%.

The previous discussianhas presentéd the‘background of the default rate
and the loss ratio from a variety of perspectives. The subjeétiis by no means

exhausted. However, some of the trends described above may contribute to a

conclusion that a more selective placement process may result in greater job

. -
T

satisfaction, fewer claims, and longer job retention.

bl

?Q +

h)
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2.4 Characteristics of Bondeeés: The Illinois Case Study e o

Due to major gaps in the availability of MT-110 forms which contain demo-
graphie data for bondees, it is not possible to present (or extrapolate) this

data for all participants in the bbnding program. It is fortunate, however,

Raa)

that such forms are available for (virtually) all bondees who were placed in

o

the State of Illinois from the indeption of the program through 1974.

-

f

- As a result, analysis of the demographic characteristics of the
bondees is limited to a di'scussion of. the available statistics for the Illinois
case study. The*representativeness of the Illinois participants in terms of

various parameters of program utilization is discussed in Appendix F to this j

-
-

report. Data concerning the reason for bonding, age, sex, race and educa-

.

tional attainﬁent'of Illinois bondees are presented in Section 2.4.1. below:

"Section 2.4.2 examines the bondees upon whom claims have been filed, and
i . N -t . -
addresses the question‘of whether or not these bondees are,typical of all -

»
- +

other bondees in the State. ; -

. d2.4=1 Bondee Profile

]

‘Reason_for Bonding - .

A d

As was intended by many Department of Labor program designers, the parti-
Y
cipants in the bonding program have been primarily ex-offenders. Approximately
. T *

87 percent, or six out of every seven Il1linois bondees reported that they were

. ‘ :
unable to receive commercial bonding because of a police record. Roughly three

percent of the bondees utilized the program because of their credit records,

-

and another ten percent reported various other reasons. ’\\

Demographic Characteristics of Bondees

In general, the bondees in Illinois have tended to be non-white, male,

under the age* of 34, and with at least some high school education. As is

»

»

-

*Whenever, "age" is referred to, it relates to the age of the individual
at the time of entry into the Federal Bonding Program. .

ERIC | 1 70
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EXHIBIT " 2-17 ) -
CHARACTERISTICS OF ILLINOIS BONDEES* - l
v - = ; ﬂ
(a) Rcason for Denial of Bond (b) Race
LY ‘ ) ( %
# of Total ' s : #  of Total
Police Record 450 86.7 | - Non-White 285 58
Credit : 17 3.3 White 208 42
Other ’ 52 10.0 Total 493 100.0 .
“Total 519 100.0 " ‘ 1
(c) Sex ‘ ( (d) Education (Yrs. of School)
) } .
%  of Total
- . S ‘ 1-8 years 55, 11.0
j_f_ of Total 9-11 186 37.2
: 12 15 . J
Male 506 - 96.7 8 31.6 TN
] 13-15 - 82 16.4
Female 17 3.3 16+ 18 3.8
Total . 523 100.0 Total 499  100.0
(e) Age . .
3 . . %
_f_ of Total
15-24 years 168 32.4
25-34. . 204  39.4
35-44 ' 83 16.0.
’ 45-54 46 9.0 ]
55-64 _ 15 3.0
- . 65+ 2° .004 C -
Total 518 99.8 )

* Source: .- MT-110 Forms Supplied by ﬁllinois Employment Service
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shown in Exhibit 2-17, the racial éomposition of the bondees is roughly three
non-whites for every two white program participants. 'Virtually all of. the .

boridees were men; only 17 of the 523 bondees for whom such information was:

>

available were wonen. . ' .

.

Moreover, the Il1linois bondees were primarily young men. Nearly one-third

>

of them were under 24 years of age at the time of their bonding; more than

AN

70% were under the age of 34. .
The bonding program participants have varied. greatly in their educational .
attainment, but it is noteworthy that nearly nine out of every ten bondees have

" had at least some high school education. As is shown in Exhibit 2-17, 20% of

the -bondees. have had at least some college education. The range of educational

attainment of the bondees is illustrated by Exhibit 2-18.

Comparison with the Illinois Ex-Offender Population

If one adopts the number of individuals incarcerated in adult correctional -
institutions in the state as a surrogate for the overall Iltinois ex-offender
population, it appears that the bondees are remarkably typical of  this broader

population group of program eligibles. As is shown in Exhibit 2-19, there

is virtually no difference between the proportion of males and females in .

the bondee and incarcerated populations; there is also virtually no difference T

in the racial breakdown of these two groups.* ) o

On the ather hand the participants in the Federal Bonding Program appear

to be both older than the typical inmate and better educated. Exhibit 2-20

illustrates these points Thus for example, over 56% of a11 inmates .in

I1linois were under the age of 25Lat the time of their last entry into prison; o

*Both bondees- and Illinois ex-offenders differ'significantly fro the
- I11inois population at large and the labor force on these variables. ‘' The former
two groups are- disproportionately male and black compared to the latter two.

>




EXHIBIT 2-18

©

NO. OF BONDEES

«

EDUCATIONAL ATTAINMENT OF ILLINOIS BONDEES

160
150, -
140
130f..
120
110 :
100
90

80

.70
60 o
50

40

$

6. 7- 8 9 10°
. . . YEAKS OF EDUCATION .

»

Source: MT-110 Forms Supplied
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EXHIBIT 2-19

COM;ARISON OF ILLINOIS BONDEES AND INMATES*

Bondees ) Total Adult Pop. in I11. Prisons
2N 3 # ' .
Male 506 °  “96.7 | 6493 ° 97.9
Female 17 3.3 141 2.1
Total | 523** 100.Q . 6634 100.0

Race 7
i Total Adult Pop. in I11, Prisons
) - T . y s
58.0 3853 - 58.1
42,0 2777 41.9
- & '“g .
. 100.0 6630 100.0

;Soufce. flllnois Department of Corrections: All adult institutions as
of 12/31/74,and MT- 110 forms supplied by 1111no1s Employment service.

**Totals 6n Illlnhis bondees reflect the number  for whom the 1nformat10n
was-available. - ! ; . .
Q . b .7;1‘ . . : .
ERIC ‘£ ﬂ
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EXHIBIT 2-20 ‘

COMPARISON OF ILLINOIS BONDEES AND INMATES*

[y

|
|
i Age
Bondees Total Adult Pop. in I11. Prisons
' $ | ' : Y
15-24 - 168 32.4 3738 - 56.7
25-34 204 39.4 - 1792 27.2
| 35-44 83 16.0 755 11.4
| 45-54 46 9.0 .
55-64 15 3.0 311 4.7
. 65+ 2 .004 |
Total ~~ 518 6596 i
C ~
£ I’ )
’ .Bondees | Total Adult Pop. in I11. Prisons
. : ' s " s
- | 1-8 55 11.0° 869 17.21 ,
. 9-12 344 68.9 | 3627 71.85
12+ 100 20.0 552 10.93
Total 499 5048

B
- 4
» .

¥ Source: Illinois Department of Corrections and MT-110 forms supplied by
Illinois Employment Service. :

; .




this figure compares with;on}y roughly 32% of the bondees who were under 25
at the time of their bonding. Similarly, while 28% of the program participants
were 35 or more at the time of their bonding, only 16% of all incarcerated

prisoners had reached the age of 35.

Dgspite,the similarities in sex and race, the Illinois bonding program
pirticipants are significantly better educated than the Illinois-inm;te
population. In particular, the proportion of bondees with at least some college

education is almost double that of the inmate population (20% versus 11%).

2.4.2 Profile of Bondees Upon Whom Claims Were Fi%ed

Claims were filed 03/I§’of the 533 Illinois bondees. In order to determine
whether or not these bondees were typical of all program participants, compari-
sons were made of severai demogifphic characteristics of these two groups.*

As is indicated in Exhibit 2-21 , the bondees upon whom claims were filed

tended to be older and somewhat better educateﬁ than their counterparts, but
were otherwise typical with resﬁect,to race, sex and reasons for denial of -
* bonds. .

The area in which the two groups differed most significantly was age at’
entry into the program. Almost one third (31.5%) of the Illinois bondees were
15-24 years old, while-none of those for whom claims were submitted were in
this age category. While 38.3% of the Illinois bondees were 25-34, over half
(58.8%) of the cl#ims group was in this range. It thus appears that those in
the claims group were more concentrated ih age category than were all Illinois

»

bondees. fa

*Demographic information is available for 17 of the 19 bondees upon whom
claims were submitted.

"

L3
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The claims gfoup appeared to be a relatively highly educated group as
well. Over half (52.9%) of the claims group had completed high school,
compared with only 29.6% of'the Il1linois bondees who had no claims submitted.
In all, 70.5% of the claims group, and only 48.4% of the Illinois bondees
completed 12 or more years of school.

Although the percentage of females in the claims group was higher than

the entire group, it is difficult to assign meaning to this, since only

“one individual in the claims group was female.

Race and reason for denial of bond apﬁetr to be fairly comparable between
the two groups of bondees. Over half in both groups were non-white; and over

three-fourths in both groups were denied bonding because of police records.




) EXHIBIT 2-21

CHARACTERISTICS OF ALL ILLINOIS BONDEES COMPARED TO
CHARACTBRISTICS OF ILLINOIS BONDEES ON WHOM CLAIMS -

WERE FILED*
) ) . A
REASON FOR DBNIAL OF BOND
A11 Illinois Bondees Bondees/Claims Submitted
Fe I3
Number Percent Number _ Percent
Police Record - 450 84.4 , 13 76.5
Credit 17 3.2 1 -5.9
Other 52 9.8 0 0
No Answer 14 2.6 3 17.6
_— Total 533 100.0 17 100.0 ~
RACE
All Illinois Bondees * Bondees/Claims Submitted
Number Percent Number Percent
Non-white 285 53.5 9 52.9
White 208 39.0 5 29.4 .
No Answer _40 7.5 3 17.6
Total 533 - 100.0 17 99.9
SEX
All 11llinois Bondees Bondees/Claims Submitted _ .
Number Percent Number Percent
Male 506 95.0 15 - 88.2
Female 17 3.2 1 5.9
No Answer 10 1.9 1 5.9
- Total 533 _100.1 17 100.0

¥ Source: MI-110 forms supplied by Illinois Employment Service.




EXHIBIT 2-21 (Cont.)

EDUCATION (YEARS OF SCHOOL COMPLETED)

All Illinois Bondees

Bondees/Claims Submitted

Number Percent Number Percent
1-8 years 55 10.3 1 « 5.9
9-11 years 186v 34.9 2 11.8
12 years 158 29.6 9 52.9
13-15 years 82 15.4 - 3 17.6
16+ years 18 3.4 ‘ 0 0
No Answer 34 6.4 2 11.8
Total 533 100.0 17 100.0

AGE AT ENTRY INTO PROGRAM

All 1llinois Bondees Bondees/Claims Submitted

’ Number Percent Number Percent
15-24 years 168 31.5 0 0
25-34 years 204 38.3 10 58.8
35-44 years 83 15.6 3 17.6
45-54 years 46 8.6 1 .9
55-64 years 15 2.8 1 5.9
65+ years 2 .4 0 0
No Answer 15 2.8 _2 11.7
Total 533 100.0 17 99.9




3.0 PROGRAM RESULTS

4
The previous sections have provided an overview of the bonding program

and a summary of its operational characteristics including statistics concern-

. ing the characteristics of program participants and the resulting loss exper-

jence. In this section, an effort is made to review the available data iq'
order to make the best possible judgements asvto the results of the progran.
Although it is not possible to prove that participationfin the bonding prdgram
ﬁééacaused any changes in bondees, employers,’ or the insurance industry, it
is possible to present data which reflect the opinions of participants

and to supplement this,information with objective data concerning activities
of these three groups prior to, during, and after association with fhe program.

Therefore, this section contains the following parts:

. & A summary of the industrial categories in which bondees have been
placed ;

e An indication of the effects of the program upon participating
employers;

e An indication of the impact of the program upon the fidelity bonding
industry;

e An indication of the effects of the program upon bondee employability.
These descriptions, then, provide a composite picture of the program's
resultsand suggest some possibilities for further examination of employment

barriers and upward job mobility.

4+
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3.1 Industry Categories of Bonded Jobs

The first part of the analysisrof program resultskdescribes the indus-
try categories of bonded jobs. The objective 5f disaggregating jobs held by bondées
_ into their industrial classificatiop (at the four-digit level of the Standard
Industrial Classification (SIC) Code) is four-fold

(1} To identify the industrial categorxes in which bondees were employed for
the purpose of discovering whether there is a tendency to cluster
in certain industries-

(2) To describe employing industries in terms of characteristics which seem .
to make them focal points for bondee employment.

(3) To identify industrial categories which do not employ bondees 5
but which are major sources of employment for the general labor
force.

(4) To prov1de a backdrop for the analysis of claims submission in

order to identify-whether any industry category present in
the Federal Bonding Program is disproportionately represented

in claims submitted and/or paid.
P

These objectives are addressed through examination of the distribution
ot jobs held by Illinois bondegs, and a summary“;f industry classifications
for 2432, post-1971, bondees as described below. The jobs for both groups
; present the sume basic picture: bondees appear to have been placed primafily
{ in wholesale and retail trades, manufacturing, and in services; bondees appear
i to have been pluced 1n a Fa£ laréer number of automobile service stations than °

can be explained by the proportion of such establishments in the cconomy.

3.1.1 SIC Data: Illinois Case Study

SIC information is available'forKESI I1linois bondees, representing all
but 21 of the individhals bonded in that State between the inception of the
program and 1974. Based upon four-digit SIC code%; these bondees were engaged
in 147 different types of businesses including manufacturing, wholesale and
retail of various products and provision of a wide range of services. . Bgndees

wworked for federal and local government agencies as well as for private industry

and non-profit organizations. - 8 1




In order to establish a reference point, the 1970 state labor force dis-
tribution by industry type (at the more aggregated two digit iével) is compared
to the industry distribution of bondees. Exhibit 3-1 on the following page shows
the twelve SIC's (at the t;o-digit.IeQel) inwﬁhichﬁthe highest;number of I1llinois
bondees were employed. Over 90% (472) of the Illinoisibondees were employed in.
these twelve groups. Manufacturiﬁg was, by far, the largest SIC category, with
about one-quarter of the Illinois bondees. This included, among othe£’things,
the manufacture of clothing, furniture, rubberqand metal goods, and sporting
and photographic equipment. However, it should be noted that one third of
the bondees employed in manufacturing were employed by two companies. A
clothiné com;any and a sporting goods manufacturer employed 19 and 23 bondees,
respectively. In retail trade, which ranks second, 37 bondees (about ﬂglf of
those in that category) were employed by a single company. The fourth highest
category, public administration, employing 9% of the f&linois bondees, also
bears some comment. A11‘47 individuals employed in this category served as
“property custodians' in the Chicago Policy Department. Bondees employed by
"non;profit organizations" are also represented primarily by one employer.

The Goodwjll Industries employed 37 of the 41 individuals working in this
category.

Column (6), Exhibit 3-1, shows the percentage of the total State of
Illinois labor force employed in the twelve indusgtries employlng 90% of the
bondees. In comparison, these twelve 1ndustr1es employ only 61.6% of the

111linois work force. Seven of the tops/twelve bondee 1ndustr1es are also among

the top twelve in the State; however, manufacturing and wholesale trades are the
only categories whose ranks in State employment and bondee employement correspond

directly.* The ranks of retail trade, public administration, and restaurants

>

* Exhibit 3-2 illustrates the 12 major industries in the State as a whole
in 1970, -
82
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- EXHIBIT 3-2
4
_ 12 LARGEST INDUSTRIES: SfATE OF ILLINOIS
N
Majof Industries Percent of - ' ¢
In Order of Size Persons Employed =
‘ Manufacturing . 30.3
& Schools §&.Colleges 7 6.9 “ o .
‘Misc. Retail Trade ' 5.6 oy 3 I'y
Construction : 5.1 ) L e
uPublié’Administ;ationr 4.4 . » 2‘
Wholesale Trade . 4.2 ‘. _u )
- L Insurancé. . 3.5 .
Hospitals \ 3.5
General ‘lierchandise 3.2 7 ’
. Restaurants e : 2.9 !
) " Personal Services . . 2.9 | '
@g;icultureJForestry—Fishing 2.7 » . )
Total ;ET;
e “* Source: Uf S. Census of Population

o o

o




-~ house on Offender Employment Restrictions:. .

usually\ have a high turnover rate can partially explain. the . :

" disproportionate numbers of bondees in this category. Frequently jobs which

.In particular, those industries which play a large role in the l}linois,econ-

‘potential for broadening bonding placeﬁeﬁt activity. In some instances,

. In these instances, remedial action will lie beyond the capac{t of individual
Y y

differ only one place when comparing bondee rank to all State labor force rank.

‘Bondee jobs thus seem to be concentrated in fewer types of industry than*
are jobs throughout Illinois. Some of the more outstand1ng contrasts’ between
2

the bbndee‘ labor force inotthe general labor forcé’are as follows:

e Automobile retail, gas, and service, in-which 10.7% of bondees were
emplayed, employs only 1.8% of the workers in the State.

e The second largest category for the State, schools and colleges,
which employs 6.9% of the general work1ng population, employed only f1ve
bondees in Illinois, about 0. 9.

%

® 'The -fourth largest Illinois category, construction, employs 5.1%
of the general work force. Only 0.6% of .Illinois bondees, (3) worked in

the construction industry. ] . e

}

Automob1le dealersh1ps and gas and ‘service stations employ a var1ety of

unskilled andasem1-sk1lled workers. The fact that many- serv1ce stat1on

jobs su[h as "attendant," as opposed to "mechan1c," pay very low wages and
. . A . N :

-

ex-offenders are able to obtain upon release from prison are of this nature.

[ 4

-

The discrepancies between those indostries which employ the lgrgeét
numbers of bondees®and those which employ the largest numbers of Illinois

*

residents suggest a number pf avenues for future bonding program deyelopment.
omy but which are not represented among bondees may hold a significant

itléaﬂ'be expected that State and local licensing statutes and union member -

ship agreements may be partially respdnsible fof‘the low numbers of bondees.*

*
-~ “a

Y

Employment Service placement speciaiists. But on the other hand, there may

*For a discussion of the role of l1cens1ng restrictions for ex-offenders,
see Law, Licenses and the Offender's Rights to Work by the National Clearing-

89
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. .

be no specific barrier in other industrial categories--such as state
colleges and universities--and these categorih;’max prove a fruitful market

“for job development activities for future bondees.

3.1.2 Additional SIC Data

-

Standard Industrial Classification data has beeﬁ\prov}ded for 2432
bondings, representing about 84% of the bonding activity since July, -1972,"
and about 37% of the total number of individual bondings which tgg§ place

since the inception of the program.* The extent to which the industrial

categories in which these 2432 bondini placements fall are representative

. -

of the universe of bondees is difficult to assess. This is particularly

-

true because of the dramatic changes in the economy which have occurred

-

.

since 1972. However, data on these placements are inclﬂdedvgs § supp1em¢nt
to the Illino%ihcase study, and comparison with Illinois appears in
Section 3.1.3. o

Bxhibit 3-3 demonstrates that the’2432 bondees were piaced in a wide
variety of'industries, but were concentrated among the wholesale and ;;tail
trades and seryices. The wholesalF and retail trades accounted for more than\
a quartef of these bondees; more than a quarter of these placements were ‘in

-

service occupations.

*The contract between the Department of Labor and the Summit Insurance
Company, which took effect in July, 1972, required that information concerning
SIC and DOT codes for all bondee placements be included in all subsequent

. monthly progress reports from the contractor.

3
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EXHIBIT 3-3

INDUSTRIAL CLASSIFICATION OF BONDEE PLACEMENTS

(2 digit-SIC data; N=2432)" : ‘

+

SEandard Inqqstrial'Cla;sification$ Number of Bondees 'Pe:centagg
Wholesale and Retail Trade 1154 47.4
Business § Personal Services 693 28.5
Manpfaciuring ‘ ’ 221 9.0
Fiﬁaﬂqe, Insurance, and:Real Estate 169 6.9
Transp&rtation; Communication; . .99 4.1 -

Electric, Gas and Sanitary
Services

Construction *

43

Government . » Zg

Agriculture,: Férestry and Fisheries . 20

Mining N 2 ’
- s @

Nonclassifiable . 9 -

TOTAL SICS

L]

» . -~

. 2432

* No SICS are available for 4223 of the 6655 bondings.

*

Source: McLaughlin Honthly Printouts
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- .
Exhibit 3-4~ shows the thirteen occupational groupings into which bondees

were most frequently placed based upon 2-digit SIC codes, Automobile dealers,
ineluding gasoline and service stat1ons,em§10yed more bond;es than &id, any
other single grouping of business. Qver one- flfth (22.2%) of the bondees for
whom SIC's are available held jobs in this category Th1s number is more than .
twice as high as the next most frequently represented occupational grbuping,’
"miscellaneous business services." . These topiten catégories account for almost

three-quarters of the 2432 bondees. The remaining 671 bendees were employed

in sixty-three other categories.

. &
EXHIBIT 34
*. MOST FREQUENT INDUSTRIAL CATEGORIES
(N=2432) *
SIC Title Number Percentage
- 55 Automoblle dealers § gasoline ’ 541 © 22.2
) service stations )
73 Miscellaneous business services 265 - 11.0
50 Wholesale trade " 206 8.5 )
70 Hotels, rooming houses, camps 100 4.1
58 Eating and drinking places -97 4.0
86 Non profit organizations 92 3.8
541 Food stores 91 3.7
65 . Real estate ' 85 3.5
7
75 Auto repair, service and garage 67 2.8
53 Retail trade, general merchandise 59 2,4
42 Motor freight transportation § 57 2.3
marketing
52 Building material, hardware, farm 51 2.1
equipment
80 Medical and other health services 50 2.0
All others 671 . 27.6
TOTAL 2432 100.0 .
* No SICS are available for 4223 of the 6655 bondings. *
) Source:- McLaughlin Monthly Printouts.
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3.1.3 Comparison of Iliiﬁois and Other Bondee Employment Profile i ‘,f”/
The SIC data from the two soﬁrces presént similar but not identical | |

Py &

“ pictures. Although the four largest employers of bondees in Illinois were manufac-
* ’ ‘
turing, retail trades of various types, service stations/auto dealers and
pdblic administration, only'manufacturing and services stations/auto dealers

-

were among the four largest for the 2432 post-1972 bondees, as indicated

in Exhibit 3~§. There were no bondees listed ih‘public administration jobs .o
or in personal servi;eg,jwith the exception of those in Illihois.
Certainly thig exhibit verifies the one trend which has appeared fegardless‘

of what aspect of the bonding program (e.g., claims) is being eximinod; auto service sta-
tions dominate evé%y sample population regardless of the size. Further, since .
the SIC's for non-Illinois bondees are available only after 1972, and columm (2)

covers only 70% of all those bondees,** and the pefcentage in that category
is fully twice as large as the Illinois percentage which covers the whole
program, it might appear that the trend toward bondee employment in s;rvice -
- stations is accélerating. Indee&, the number of claims from that c;%egory

(60)7thch,have been file& between 1972 and February 1975 is almost twice

the number filed between 1966 and 1971. ‘

3.1.4 Job Profile: Bondee Followup Data

Occup8tional data were collected from those individuals who provided
usabie responses to the bondee followup mailing and cross-referenced
against available MT-110 occupationaf data. The following results are thus

based upon the data concerning 53 respondents to the bondee followup activities.

*The manufacturing and miscellaneous retail categories include a range of
2-digit SIC codes. Manufacturing = 19-59, retail = 52, 54, 56, 57, and 59.

*+The I1linois breakdown includes 90% of Illinois bondees.
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{
s EXHIBIT 3-5
ILLINQ}S BONDEE EMPLOYMENT PROFILE
’ COMPARISON WITH POST-1972 BONDEE
EMPLOYMENT PROFILE IN SIMILAR CATEGORIES .
. ILLINOIS (1966-1974) POST - 1972
. - Number of Percent Number of Percent
| SIC Title , Bondees of Illinois  Bondees of Total
19-39 Manufacturing ' 130 25.0 Too221 9.0
52, 54,  Retail (Misc.) 73 14.0 142 5.8
56, 57, ’
59 B}
55 Service Stations/ 56 10.7 541 22.2
Auto Deaf;{s
93 Public Administration 47 9.0
g6 Non-Profit Organization 41 7.9 92 3.8
50 Wholesale Trade © 25 4.8 - 206 8.5 ¢
53 Retail General 25 4.8 59 2.4
: Merchandise '
73 Business Services .23 4.4 265 - 11.0
72 : Personal Services 16 3.0
42 Trucking, Moving and 16 3.0 57 2.3
Storage’
58 Eating and DrinKing v 10 1.9 : 97 4.0
v Places B
) 75 ¢ Repairs 10 1.9 67 2.0
Cther 49 .4 e85 - .2
TOTAL .5 9.8 2432 99.2
Soqrée: MT-110 forms supplied by I1linois Employment Service,
i McLaughlln Monthly Printouts.

*These SIC categories have been aggregated to correspond to the I1linois
breakdown in Exhibit 31 rather than the overall breakdown 1n Exh1b1t 3-3

and 3-4
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The 53 bondees were placed in a wide range of jobs through the program. 1
Although several of them were unskilled 'alue collar" jobs such as jani%)tor, .
factory order packer and warehouseman, many were techical or "profesgionul" -

jobs involving supervisory responsibility. These included electrical) techni-

.cian, "acgounts payable-supervisor, counseling director, and restaurant manager.
The 53 bondees held approximately 35 different types of jobs. The single
\ job held bx the highest number of bondees was salesperson. These ten respon- .
dents were involved in the sale of automobiles, cleaning Supplies, clothing,
insurance, and other goods and services. Office workers also accounted for

a high proportion of bondees. Eight bondees had clerical jobs.

\
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3.2 Results of Empl&yer Participation

’

Employer questionnaires were sent to a 5% nationwide sample of employers who were
listed in program records as having hired participants in the bonding program.* How-
ever, of the 63 employers who returned completed instruments, only 35 (55. 5%) ° °
said that they hired individual bondees through the Federal Bonding Program

“as indicated in Exhibit 3- 6. Six employers (9.5%) responded that they had

not hired pgogram bondees, while over one third did not answer this question,
or did not know. Thus, most of the data concerning employer experience with

-
the program is based on 35 responses.

EXHIBIT 3-6""

EMPLOYERS WHO _, .
HIRED EMPLOYEES COVERED BY ,
FEDERAL BONDING PROGRAM
(n=63)
7 Number Per Cent ‘ -
HIRED 35 55.5
DID NOT HIRE 6 . 9.5
. DON'T KNOW % 14.3
NO ANSWER 13, 20.6
. ——— PR W
TOTAL 63 99.9

ﬁ

“3.2.1 Discussion of (eneral Responses

Utilization of Fidelity Bonding

Although 63 employér5°returned the instrument, only 49 (A7.8%) indicated

that they db, in facfluhse fidelity bonding, or have used it at one time. (See
- 7 “‘
Exhibit 3-7, below.) The remaining 22.2% indicated that they do not use fidel-

ity bonding, did not respond to the guestion, or did not know.

* Instruments were mailed to approximately 300 employees.
*+  Source: Contract Research Corporation Employer Follow-Up Survey.
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Although it was hoped that the bonding program might reduce employer

reluctance to hire ex-offenders and other "hard-to-bond' individuals, the

&

program alsp provided an opportunity for employers to require bonding for

E )

positions not previously insurgd In other words, an employer might require

ol
. e

bonding for an individual through'the program simply because. it was available

¥ . N
at no cost. However, this did not appear to be happening in most cases. .

-

-

EXHIBIT 3-7 *

¢
EMPLOYERS WHO USE FIDELITY BONDING |
(N=63)
Ngmber Per Cent
USE NOW 46 - 73,0
. ~ PREVIOUSLY USED 3 4.8
DO NOT USE - 7 12,7 .
DON ' T: KNOW 6 9.5
63 100.0

-
]

£y

Figures%presented in Exhibit 3-8 ,0below, are based on the employers
who use, or have used, fidelity bonding. Over 80% (49) indicated that they
require bonding for "all" or "most" of t?:?r employees. Autotal of 7 ;mployers,
or 14.3% indicated that they require bonding for 'some' or '"1" or '2" indiyi-

duals.

** Source: Contract Research Corporation Employer Follow-Up Survey.
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EXHIBIT 3-8***

. . ‘ * .

PORTION OF EMPLOYEES COVERED
BY FIDELITY BONDING
. *
. : (N=49) .
) e .f'__ - Number ».~ ~ Per Cent ° :
ALL - - o 36 - e ‘:::t.‘i.o‘. . 7:{.5‘ i
MOST .4 8.2 - :
SOME 4 8.2 . . '
’ 1 OR 2 3 6.1 . -
. . . ? . ) “a
DON'T KNOW ‘
OR NO ANS. 2 4.0
TOTAL 49 - 100.0 ,
. ° .o - ) L »

. *

- * kg

The‘49 employers' use of fidelity bonding ‘is further described by data
* ¥

presented in Exhibit 3-9, below. Of the 50 réspondents, ove:,four-fi?ths .

: (8’ ) reported*carrying a blanket bond for all their;employees for whom they
require bonding. Four employers (8%) garrled a blanket bond for most employees,

, and a -name bond for one ‘or more aﬂglg;ees < No employers used speglal fidelity

bonds for each employeg or pasitxon (name 0r pos1t1on schedules)

L4 ) R

*49 employers use or have used fi&elity bonding. See Exhibit 3-7 aboxe.

**Data in Exhibit’ 3» 9 is based on 50 employers, one employer did not
answer the question regarding use of bonding but did respond to that regarding
type of bonding. .

«++  Source: Contract Researth Corporation Employer FollowaUp Survey.
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EXHIBIT 3-9 *

TYPES OF FIDELITY BONDING
USED BY EMPLOYERS .
) (N=50) -
' Number Per Cent
L BLANKET FOR.ALL "moss at 82
S BONDED = \.
BLANKET FOR MOST,  ° - '
. ; NAME FOR ONE OR MORE , :
o NAME OR POSITION , 0 0 ) "
* SCHEDULE ONLY ’ *
~ CDON'T KNOW . T 5. 0
OR NO ANSWER o A
« & N
o - T .50 100 |
3. 2 2 Relatlons Wlth Insurors B T

L S 0 . “
Standard f1de11ty agreements exclude individuals known by employers to’
LY *
have "comm1tted drshonest or- fraudulent acts." Employers were asked whether

Y *

they had inquired of théir insurors whether a waiver of thls exc1u51on LOUld

T granted in order. to hire someone and have hxm/her covered under thelr :

¥

existing bonding p011c1es. Exh1b1ts 3-10, 3~ 11, and 3+12 1nd1cate the numbers

of employees who requested such a wa1ver(s), the number of" requests Whlch they
made and the 1nsurors' responses, respect1ve1y.

Exhant 3-10 shows *hat fewer than fxalf (46%) of the 50 employers cl.nmed

to have requested waiver(s) of excluslonary clauses. Slxghtly Qver one- thlrd

did net request waivers. The high. number of employers who did make requests“

s

would seem to indicate a w1111ngness on thelr&part 5o@h1re ex~q£fenger5’or

_ other "hard-to-bonds." =)

This w:lllngness is further illustrated by the data presented in Exhlblt 3 11.

* Source: Contract Research Corporation Employer Foliow-Up Survey.
96
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Of the 23 employers who made such requests, 56.5% (13) made only one request.
However, 17.5%, or a little less than one-fifth, made 3-5 requests; and an

equal number made more than five requests.

*

s

. EXHIBIT 3-10°

EMPLOYERS WHO ~.
" REQUEST WAIVER OF EXCLUSIONARY CLAUSE - \
.. 4
. ’ (N=50)
' Number Per Cent
REQUESTED . 23 16
. | DID NOT REQUEST 17 34 .
) DON'T KNOW 10 20 *
OR NO ANSWER |
s v TOTAL < 50 IOO ~ " -
. T ° . EXHIBIT 3-11 - »
N Fﬁ NUMBER OF WAIVER REQUESTS MADE
: : BY EMPLOYERS |
N vt Ak ‘ & = .
~ (N=23) » .
. Number of Number of e ‘
| . Requests - : M Employers = Per Ceht
. 1 . 13 - 50.5"
. 35 : : St
MORE THAN § 4 7.4
‘ DON'T KNOW . 2 8.7 :
" TOTAL 23 100,0

s - o .

¥ o . . -

-

"* Source: Contract Research Corporat:oﬁ melover Fallow=lUp Sugvey. - :
**49 employers ‘'who indicated that ‘they do use fidelity bonding, plus-1 who
gave 1o answer to the use of bonding but did respond to this quéstion.
~ 4

***Emplqyers who requested waivers., . -

i . g't) L . | 4
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As described in the History of the Federal Bonding Program (Final Report,

Vol. I}, sope insurors had stated that it was not they, but the employers who were

creating‘an¢emp1oyment barrier by claiming an inability to hire pecause of a
- ) o ' d N

»

prohibition by the insurance underwriter. Insurors held that employers did
not ask for waivers of traditional exclusionary cluases because they preferred
to maintain their policies of not hiring ex-offenders. However, as indicated.

in Exhibit 3-12, insurars denied the requests of employﬁrs in 16 out of 13

(69.6%) cases. Although.no firm conclusions can be drawn at this point re-
”garding employer w1111ngness to hire ex- offenders, it seems evident that at
least some insurors were less willing to modify bonding policies than some

employers were to hire.

tu

EXHIBIT 3-12 **’

EMPLOYER REQUESTS FOR WAIVERS:
RESPONSES OF INSURORS
. (N=23)*
&Nnmber Per Cent
AGREED 7 30.4
REFUSED ) 16 T 69.6
TOTAL 23 100.0

The questionnaire item regarding the number of employers' requests to
include ex-offenders in bonding policies was a closed-end item utilizing
ranges rather than precise numbers. Therefore, it is impossible to state
precisely how many requests are represented. However, these figures represent

a minimum of 49 requests. Of these 49, a minimum of 26 were refused. Thus,

*Employers who requested waivers. <

*k Source Contract Research Corporation Employer Follow-Up Survey.
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“it appears that insurors refused to waive exclusionary clauses in about half -

-

the cases. . ’ T _ - . oL ;

ERY

The persiétance'of mployers in attemptiﬁg to persuade insd}ofs to bond

red by responses to the question: '"When a waiver

ex-offendérs can be mea

. . ) .
was not agreed to, did You request an individual Namé Schedule Bond for the,
potential émploiee(s);,’n Of the .16 employers (as indicated in\Exhibit 3-1?)' L.
‘who were refused waivers by their insurors, none responded "yes" to this

.

question.

3.2.3. Profile of Employers Participating in Bonding Progrém

Information presented in this section provides a brief descriptife sum-
~ mary of employer characteristics such as type o siness} éeographic loca-
tion, and number of employees. Figures introduced in the remainder of this

section are based on the responses of 35 of the 63 employers who returned

T

questionnaires.
EXHIBIT 3-13 **
EMPLOYER LOCATION
(N=35)
. : Number Per Cent
INNER CITY 28 80.0
SUBURBAN ‘ 6 17.1 .
. :
SMALL TOWN 0 0
1{/ RURAL o 0
NO ANSHER 1 2.9 .
‘%.,J mamsm——— -
~ TOTAL 35 100.0

*The instrument defined "small town" as towns having populations of

10,000 or less. 7
#* Source: Contract Research Corporation Employer Follow-Up Survey.

»
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As indicated in Exhibit 3-13 above, 80% of the businesses which responded

were located in innerJ;ities.’fThree“inner city employers reported business in
a suburb, town, and/or rural area as well. Suburyxﬁ'areas were the next most

frequently represented employer locations with 17.1% of employers indicating
suburban areas as their business location. )

The respondents were engaged in a wide variety of businesses, including

Tetail and wholesale trade, manufacturing and various types of services. The

range of businesses operated by responding employers is shown in Exhibit 3-14

below. - .
' -

EXHIBIT 3- 14 *

EMPLOYERS' TYPES OF BUSINESSES (SIC Caiegofy)
0 (N=35)
Q Number Per Cent ’
RETAIL TRADE ‘

(autos, gas, service) 8 22.6
WHOLESALE TRADE 5 14.3
MEDICAL SERVICE 3 8.6
MANUFACTURING 4 ' 11.4
RETAIL TRADE (other) 3 8.6
TRANSPORTATION 2 5.7
RETAIL TRADE (food) 1 2.9

’ * REPAIR SHOP (auto) 1 2.9
RETAIL TRADE w

(gen'l m?rchandise) 2 5.7

© OTHER 6 17.1

; TOTAL gg SST§

* Source: Contract Research Corporation Empléyer*FoIlowsUp Survey.
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More employers were 9ngaged in retail trade of autos, including gas apd
service, th;n in any other single business type. More than one-fifth, 12.6% of the
‘resbondents were in this catego&y. The next moét highly represented¢business

- types were wholesale (14.3%), sranufacturing (11.4%), other retail trade and
medical service; (8.6% e;ch). Various types of business, generally represented
by onevﬁmplqyer each, were'included in the category labelled "other."

- The profile of bonding program employers also includes the sice (nﬁmber

of employees) of the firms which«hired the paTtitipating Bondeés. Examination

of Exhibit 3-15 , below, reveals that over one-half (54.3%) of the businesses
represented by respondents employed over 50 individuals. This group, combined

4 -
with those who employ 21-50 indiviéuals, constituted over three-quarters (77.2%)

of the respondents. _Less than one-tenth (8.6%) had 10 or fewer employees.

~

EXHIBIT 3-15*

= . EMPLOYERS' _ J
SIZES OF FIRMS
(N=35)
# Employers Number Per Cent
5 OR LESS 2 5.7
6-10 | 1 2.9
: 11-20 | 5 14.3
21-50 8 22.9
OVER 50 19 54.3
NO ANSWER ' 0 0
TOTAL 35 100.0 _

* Source: lontract Research Corporation Employer Follow-Up Survey.
100




3.2.4 ‘EmpldYer Satisfaction with Bondee Performance

The 35 respodding employers who indicated that they hired bondees
represented a minimum of 115 bondées, or about 2% of the 6,600 .individuals
’bondgd through ;;e Federal Bonding Program. A large portion (42.9%) hired
one bondee through the ﬂrogram;.about one-fourth hired between 4 and 12, A

%ubreakdown of employers by number of bondees hired ‘is presented in Exhibit 3-16

-

below.

. EXHIBIT 3-16 * ‘

NUMBERS OF FEDERAL BONDING PROGRAM BONDEES
HIRED BY EMPLOYERS.
(N=35)

Number of Number of éer Cent
Bondees Employers of Employers

1 15 42.9

2 4 11.4

3 3 . 8.6

4-12 9 25.7 .

13-20 2 5.7

to

OVER 20 5.7

e — = =t

100.0

TOTAL

(2]
[32

L L _ = L

These emplovers collectively, were in contact with only a small portion
of the bondees hired as u result of the program. However, their views and
attitudes constitute the only reported experiences between bondees on-the-job
and their emplovers. These experiences provide the basis upon which actions

1,
toward tfuture emplovment of program participants-will be taken by employers

* Source: Contract Research Corporation Employer Follow-Up Survey.

L)

101."

o
92



p v . ; i &
a / 1
One general indication of employer impressions of the bonding program und /. '

;

of possible willingness}to hire other ex-offenders is their expressed satigi
— -faction with the performance of bondees on-the-job. A large majorityirgégonded
"yes' when asked wﬂether such perﬁormance had been satisfactory. Oyé; three-
fourths (;7.1%) of the respondents we;g in this category. Oné-f;%fh (N=7}
of the employers responded "no' to thi; question. The breakdoyﬁ7is shown in

Exhibit 3-17.

/,'// .
B J
EXHIBIT 3-17* ° e
EMPLOYERS' SATISFACTION WITH BONDEE PEREBRMANCE
| (N=35) ’ . . \
Number Per Cent

SATISFIED | 27 7 a
NOT SATISFIED ' 7 20.0
NO ANSWER‘ R 2.9 S

| ToTAL 35 100.0

Another indicateg,is the frequency with which employers inform other
agencies of their willingness to hire ex;d?fenders. In the instance where
the Employment Service fepresents "another agency", half of those who
answered‘had taken such action, Th;refore, while most empibyeré segmed sat%se
fied with bondeq'performance (see Exhibit 3-17), not all of them toqk an;~

additional action. P

e

¥ Source: Contract Research Corporation Employer Follow-Up Survey.
" %
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. : EXHIBIT 3-18* .
‘NOTIFICATION TO EMPLOYMENT SERVICE OF EMPLOYER
WILLINGNESS TO HIRE EX-OFFENDERS
(N=35)
. NOTTFIED S T H 45.7
DID NOT NOTIFY 16 45.7
NO ANSWER . 3 8.6
?'OTAL 35 100, 0

.
s D . -
1 p
’

3.3 Impact of the Bonding Program on Insurance Industry

A major focus of the Program Analysis has been to assess and report

results of the bonding program for its participants (bondees and employers).
One reason that results have not been identifiéd as "impacts' is the absence
of an opportunity to measure th :;zgﬁ/éarticipants would have fared without
the bonding program. The one exception to that rule is the fidelity bonding
industry.

The Department of Labor initially undertook to provide bonding coverage
because of the;inabifity of certain otherwise emplo;able individuals tobsecure

such coverage from commercial sources. As has been discussed in The History

4

W

* Source: Ctontract Research Corporation Employer Follow-Up Survey.
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of the Federal Bonding Program and in Section 2.3 of this report, many of the

designers of the bonding program had two expectations of the program that
involved the insurance industry:

(1) In the short term, it was_hoped that interest in the program
would’ generate at least ofte acceptable bid and thus provide ¢
the necessary processing of bonds and support for resolving
any claims initiated by employers of those covered.

(2) In the long run, it was hoped that sufficient positive actuarial
. experience would occur so that commercial bonding companies
: could be persuaded to use greater flexibility in bonding indi-
* viduals previously considered "unbondable'.

The first expectation was fulfilled to the extent that three,relatively

4

sﬁall companies have (sequentially) entered into contracts with the Depdrtment of
Labor to provide the nepessar; services.* The second/expectatfégigggﬂij;‘been %
achieved in any fashion that can be attributed to the existence of the bonding %
program, |

The foylowing discussion represents judgments based on interviews with
representatives from the.industry and--where applicable--the results of the
employer survey which described employers' felétioﬁships to their bonding
companies.

It is important to keep in mind that insurance companies consider the
ability té screen the fidelity bonding applicant an essential prerequisite

for the existence of their business. One screening criterion has traditionally

been the commission of crimes, especially those related to property (theft,
embezzlement, forgery, fraud, etc.). However, .insurors generally maintain

that given "sufficient" evidence of "repentance and rehabilitation" such

individuals can be, and are, approved for fidelity coverage.

*This issue is further explored in the History of the Federal Bonding Proyram.
That volume covers three insurance underwriters contracts. Since its completion,
a contract has been executed with a fourth underwriter.
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The Federal Bonding Program prohibits such screeniﬁg and is
éhqrefore, at least ;onceptually, an anathema ;o the fidelity bond-
'ing industry.

After reviewing the bondee and employer responses to the mail
followup surveys, and considering the information given by insurors, it
appears’safe to conclude that there has been no significant change in
the unwillingness of bonding companiés to modify their p;actices in
general with respect to the exercise of discrimination among individ-
uals applying for coverage. But on the other hand, there is a caﬁsensus
among insurancefindustry leaders in our interviews that in recent years,
there has been 4 tendency towards increased flexibility in making excep-
tions to é;ETﬁgionary clauses, and that the proportion of individuals
who cannot get fidelity bonding is smaaler than it has been in the past.*

It should be noted, however, that the insurance industry contentions
about bonding ex-offenders on a case-by-case basis have been challenged
in a number of cases bf repérts of EmploymentJService placement special-
‘ists and employers. (See, fgr example, Exhibit 3-12 above.) In the
absenc# of systematic empirical data on this topic, it is difficult to

9

ascertain the accuracy of these charges and counter-charges.

* This is still subject to statutory restrictions in certain job types,
such as those in state and federally chartered banks and savings
institutions.




: ) 9

It thus becomes appropriate to consid;r the criteriabutiliipd by insurors
to screen out potential employees and to éain édditional understanding of
insurance industry practices on a more specific 'case-by-case' basis. For
example, one might consider satisfactory performance by a bondee while
covered under the program as providing some evidence ot the individdal's
reliability. If there were bondees who exhibited such reliability in the
view of their employers, it could be expected that a growing number of program .
"graduates" would be found covered under the regular bonds used by their em-
ployérs; There is no clear evidence that this has occurred. Some bondee
respondents and employers indicated that this had happened,” but very few. In
- addition, comments by several insurors indicated that the ranks.of program
graduates transferring to their accounts were not swelling noticeaﬁly, nor
was there any expectation by these insurors that this would be the cuse in
the future. The following factors appear to eipléin and strengthen that

conclusion:

-

-

(1) The limited information exchange between the Department of Labor and
the fidelity bonding industry has resulted in relatively little aware-
ness of the current status and or effectiveness of the program.

(2) When confronted with the default rater and loss experience figures
reported in Section 2.3, industry representatives offered a vari-
ety of reasons why those figures were not conclusive. Further, there
is a steadfast belief among many insurors that most serious

. embezzlement and related crimes do not occur until well after
the 18-month coverage linit suggested by the bonding program
guidelines. ) , ~

(3) There were no insurance representatives who recalled even v
reviewing more than five applications submitted on behalf ot
program graduates.

(4) Finally, there is no evidence of any innovative experiments in
fidelity bonding of "unbondables" since the two such projects
carried out by the Aetna Life and Casualty Company which took
place in the mid-1960s.*

*The Aetna activities in this regard are discussed in the History ot the
federal Bonding Program, (Final Report; Volume I}, pp. 49- 50,
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In conclusion, the-evolution of the fidelity bonding industry has been

“

slow over the last 20 }ears; “there is no reason to expect that it will relin-
quish its_basic approach to bonding in the next ten.

That circumstance does not, however, dictate that the program should not
be tontinued. As the final section in this report indicates, the program has
indeed had an effect on some of its participants and could be continued on
that merit alone--whether the insurance industry changes ut ull or not. At the
same time, if the quality of the bondees' work experience can be improved
through changes in program design, then thosevbondeés who wish to continue to
work in jobs requiring bonding can be better prepared to satisfy the case-by-case.

sereening constraints still imposed by commercial firms.

> .




3.4 Results of Participation on Bondee Employability

The following section assesses the effect of the bonding program on
various indicators of bondee employability. {Information presented in this
section was obtained from questionnaires mailed to approximately 1600 bondees
throughout the United States.* Although it is not likely that the respon-
dents comprise a representative sample of all bondees, the very definite
trends in their experience are worthy of note.

"Employability’" was not measured in terms of potential, such as skill

‘acquisition or willingness to work; rather, the questionnaire aimed to deter-
mine the program's effect on bondees' salaries and job retention. In addition,
it drew on bondees' perceptions of their own employability and their experience
in the program. In general, those bondees whb responded had retained their
jobs for over a year and wefe ea&ning higher salaries than they héd bgfore
entering the program. In addition, most bondees commented favorably upon

the program's effect on them. .

. *Instruments were mailed to approximately 427 bondees in Illinois and
about 1375 in other states, representing all bondees for whom home addresses
were available, legible,. and complete. Bondees from states other than
Iilinois were all bonded prior to 1971; Illinois bondees cover the entire
history of the program from 1966-1974.

It was originally hoped that information gathered from Illinois bondces
would enable the preparation of a’representative case study. However, the
response rate from the Illinois bondee mailings was lower than had been ex-
pected and was in fact lower than the rate encountered in the pre-1971 mail-
ing for all other states. Only 19 Illinois bondees and 75 non-I1linois
{including pretest) bondees returned completed instruments, representing return
rates of 4,37% and 6.6% respectively. Of these 94, enly 10 Illinvis and 53 nan-
I11inois bondees indicated that they had been bonded through the program. The
responses of these two groups were combined; figures in this sub-section ure
therefore based upon 63 participant’ responses. o
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3.4.1 Salary as a Measure of Employability

:The work experiences of bonding program participants were examined to
identify significant increases or decreases in salary among the individuals®
(1) last job before entering the program, (2) bonding program job, and

(3) current job held by the program participant. (Presently unemployed pro-

gram participants werq‘fequested to indicate salary information for their
"most recent" job. In some instances, the current or most recent job mdy

be identical to the job held while the individual was participating in the

N H

Federal Bonding Program).
This analysis does not presuppose that éalary level is the only, or even

the primary, indicator of job quality;,bnt,it:is,theumost,easilyimeasurablef_i;mw._“

Therefore, this section contains a discussion of data collected from 63 re-

spondenté to Fhe bondee followup mailihg concerningvtheir salary histories.* ;
Joﬁwstability in terms of length of ;tay m;y also be a useful index of job
quality and/or job satisfac;ion, and 1is dis;uésed in Section 3.4,2 belij

It is,important“to consider se?eral factors in examiniﬁg salary figures.

kS

The pre-bonded salaries are (on the. average) slightly over seven'yearé“old.

Many are more than ten years old; the bonded job salaties are as much as

*0f the 63 respondents who 1nd1c; d that they were, in fact, bonded
under the program, all three salaries ;ie available for only 29, slightly less
than half. Two salaries are available’for 18,,about+28%, and one salary is
available for }13, 20.6%. There are no salaries available for the remaining
three bondees. Thus, some comparison is possible for 47 (those with.two or
three salaries_available), about three-fourths of the respondents.

All hourly, monthly and yearly salaries given by respondents were con-
verted to weekly figures as follows: 1 week g 38 hours: 1 month - 4.3 weeks;

i year = 52 weeks.

Cases in which’ compensation was based primarily on commlsSLOn were not
“counted as 'available" salary figures. This was the case for eleven individuals.

~Part- time or seasonal salaries, such as a $3,500 a year job with the U.S. Census |
Bureau ‘were also nat counted. (One individual reported a pre-bonding salary of

. 35¢ per day for work performed within a correctional institution. This was not
included in "available salaries.) 7

The salaries of bondees who listed their current or ‘most recent jobs as
"'same" as bonded jobs were assigned two identical salarles, unless. they specified
promotions or raises.

For 30 respondents (all of those w1th three salaries and one with two
salaries available), pre- -bond and current salaries. .are available, which allows
for a before and after icomparison. For the remaining 18, either pre-bond and
bond, or bond and current salaries are availabl

. : : 100 10%




seven years old. Thus, abéolute iﬁéreases from pre-bond to boﬁd to current
job are not necessarily totally attributable to the bonding program. There-
foré3 these increases should be examined in the light of such factors as
changes in the minimum wage aga cost of living in the past 7 to 10 féars.
The Federal minimum hourly wage was $1.60 between 1960 and 1970. The
1975 minimum héurly Qage is $2.00, 25% more than that of five to fifteen years
ago. Thus, an increase of more than 25% from pre-bonded salary to éurrent
sélary may be considered‘an increase in job quality rather than merél} a
- _maintenance of wage level. The overall cost-of-living index has risen 59.3%
since 1967. However, many businesses or individﬂais h;vegnot been able to
keep pace. with this rise; especially duriﬁgAthe last two or th}ee years.

Exhibit 3-19 below shows the changes from pre-bond to current or most recent

salariesvfor the 30 respondents for whom these figures are available.

o EXHIBIT 3-19"

SALARY CHANGE FROM PRE-BOND TO CUR&ENT JOBS -
(N=30)
Number , Percent”
¥  Decrease 1 o ) 3.3
No éhange 4 2 : ) 6.7 )
Increaée'= 1-25% 6 o <20.0
0| -Increase = 26:5% 8 o 26.7
: Increase = 60-99% 6 J -20.0.
Increase = 100-150% 4 . 133
Increase Over 150% 3 ; 10.0
Total : 30 : 100.0

Source: Contract Research Corporation Bondee %ollow-Up Survey.
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Of the 30 respondents, 21 (70%) show salary increases of more than 25%.

Most of these increases were extremely high; seven bondees, slightly less
thah one fourth, had doubled or tripled their salaries. There were 13 (43.3%)
t N

of the 30 whose salaries rose more than 59%. It should be noted that the

salaries of the seven individuals whose salaries did not change or increased

. .

less than 25% were considerably more than minimum wage and ranged from $128
to $288 per week. In addition, one of the two individuals whose salaries de-
creased is currently earning $231 per week, although his incarceration inter-
rupted a job at which he was earnihéA$400 per week.

Salaries are also compared for those respondents for whom only pre-bond l
and bond or bond and current salaries ar; available (Exhibits'S-iﬁ and 3-21, l

respectively). The primary reason that the salary groups shown in Exh1b1t 3-21° 1
i

do not show increases comparable to those "in 3-19 is that the t1me span repre-

sented is shorter. ~ In Exhibit 3- 20 and 3-21, those figures wh1ch are ava1lable

w

.are fairly well spread among each percentage range.
R N g Q
‘The salaries of the individuals in Exhibit 3-21 which show no change

»

e

warrant some comment. . All foqr of‘thése'bbﬁdees listed their current’or most

recentijob as ‘the same as their bonded job. Three of the four entered the ‘

program in 1972 and one entered in 1970. Thus,'although it is llkely that

they have received a raise in salary in the past th:ee‘to f1ve years, it is

llkely that they have listed their most recent salary at the bondlng program

“job. It should also be noted that five of the seven 1nd1v1duals shown 1n

Exhlblt 3 20 are presently e1ther unemployed or ret1red - N

“~ 4 ¢ -

3

-
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EXHIBIT 3-20*

SALARY CHANGE, PRE-BOND TO BOND

‘ (N=7)

. Number ’ | Percent
Increase 1-25% 3 ’ : 42.9
Increase 26-59% 2 28.6
Increase 60-74% 1 14.3 -
Increase 75-100% 1 ©14.3

.- Total 7 100.1

‘ ‘ . EXHIBIT 3-21

SALARY CHANGE, BOND TO CURRENT OR MOST
RECENT .

= . +

: ) (N=10) .

Number Percent

~ Decrease - 1 10.0

. No Change ) ‘ o 4 db:o

Increase gsé | 2. 20.0

Increase 26-59% - . 2 20.0
Increase 60-74% "0 C 0

Increase 75-100% .~ 1, L 10,0

V £ 10 160.0

= N L]

v *  Source: Contract Research Corporation Bondee Follow-Up Survey.
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Although major increases in salaries may provide satisfactory evidence of

®: rederal Bonding Program'® success in helping to provide upward mobility to

bondees, it is important to examine absolute as well as relative salary figures ’

o

to determine, to some extent, the general quality of jobs held by bondees be-

fore, during, and after participation in the program. Exhibit 3-23 indicates

the salaries of bondees at these three jobs. The total percentage of bondees

.

earning $200 per week or more rose dramatically from 4.8% at pre-bond to 25.4%
at current.or most recent jobs. Although no causality can be proven:here, the

trend clearly shows the largest concentration of individuals move from the
lowest salary brackets toward the higher ranges. As mentioned above, this may

_be due in part ' to the 25% and 59% increase in the minimum wage and the cost of
living, respectively. However, it also seems to indicate that training, v
experience and/or job stability achieved during participation in the program

[}

were factors in establishing this trend.

The number of bondees 'in the under $10Q per week categbry sharply declined;
from 28.6% at pre-bond jobs, to 15.9% at bond jobs, and 9.5% at current or

most recent jobs. The portion of individuals earning less than $150 dropped

~




EXHIBIT 3-22 *»

“

WEEKLY SALARY AT PRE-BOND, BOND AND CURRENT OR

. MOST RECENT JOBS

(N=63)
, | WEEKLY . CURRENT QR
SALARY PRE-BOND 2 BOND MOST RECENT
# % # % # %
Under $100 18 28.6 10 15.9 9.5
$100-150 16 “25.4 18 28.6 14.3
$151-200 8 12.7 12 19.0 12 19.0
| $201-250 1 1.6 11.1 12.7
$251-300 1 . 1.6 6.3 .9
| $301 or more " | 1 1.6 o .8
Unemployed* ;
or retired 2 3.2, 0 0 7 11.1
No’ answer or - o
not available | .11 17.5 7.9. 7 1.1
Commission 5 79| 7 J11.1 ‘6 9.5
- Total - | 63 . 100.1 |*63 99.9 63 99.9

i

“*The two individuals in this category in the pre-bond column® had no work ‘
. exper1ence at all prior to being bonded under ‘the program, -

L3

Source‘ Contragt Research Corporation Bondee Follow-Up Survey.

1
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from over half (54.7%) at prebond to only 23.8% at current or most recent jobs.
At the same time, the ndédmber of bondees in the four higher salary ranges
" increased steadily. The number in the $151-$200 range rose from 8 (12.7%) to

12 (19.0%). The relationship between these salariqs is further illustrated

by Exhibit 3-23 below.

-

-

EXHIBIT 3-23* *

. .
WEEKLY SALARY AT PREBOND, BOIQD, AND
CURRENT OR MOST RECENT JOBS
$300 OR MORE
$251-30 (2.2%) _
2.2% 1 ' — . ,
( ) $251-300 (7.8%) $300 OR MORE 4 (7.0%)
$201-250 £ ——
(2.2%) + $151-200 $201-'250 $251-300 (11.6";{) .
(17.70;) - (13.7’5) . . '
. $201-250
y - (18.6%)
o $151-200
'$100-150 (23.5%)
(35.5%) )
~ 3
) , $151-200 -
- ” (28.0%)
$100-150
(35.3%)
o _ | ‘ $100-150
. LESS THAN $100 ’ (2.10%) .
(40.0%) P N
i . : LESS THAN $100 * i - —
. ) ) , (19.6%) 1 LESS THAN §100
) g (14.0%)
PRE-BOND " BOND CURRENT/MOST RECENT
;Figurék are based on bondees whose sa}aries‘are available, and thus do .
not include those unemployed, retired, paid on commission, etc. .
** Source: Contract Research Corporation Bondee Follow-Up Survey.
115
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3.4.2 Job Retention.as a Measure of Employability’

Job retention is often considered an indicator of personal stability and job
satisfaction. The work histories of ex-offenders are .generally characterized by
frequent job changes; many of the jobs which ex-offenders can obtain offer little

opportunity for advancement. Exhibit 3-24 below shows the length of time bondees

stayed at their bonded jobs.* Exhibit'3-25 shows the starting dates of those bondees

.

EXHIBIT 3-24

BONDEES
LENGTH OF TIME IN BONDING PROGRAM JOB
. (N=63) °
” R _§f
Less than 6 months. 1 1:6
6-9 months _ 13 20.6
10-12 months 6° 9.5
-13-18 months 1 1.6
19-24 months 5 7.9 )
’ 25-36 moﬁths 5 7.9
37-48 months 3 4.8 :
More than 48 moriths * 4 6.3
No answer 1 “1.6
Still in bonded job 24 38.1
Total u_g; ggtg

*The job retention for bondees should be distinguished between the lengtd
of time these individuals were bonded under the Federal Bonding Program. As
was discussed in Section 2.2.2, the typical bondee was covered in the program
for only about one half year. The retention rates presented in this section are
based upon responses to a mailed instrument: The low return rate makes it im-
possible to claim the representativeness of the results. Nevertheless, us is
described below, most bondee respondents tended to remain in their bonding :
program jobs after ceasing to participate in the program.

+*Source: Contract Research Corporation Bondee Follow-Up Survey.
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who are still in their bonding program jobs. Upon superficial examination of

Exhibit 3-24, it does not appear that the job tenure of bondees was outstunding.

Almost one*th%rd (31.7%) of the bondees held their jobs for twelve months or

less. Hpwever, more than one-fourth (26.9%) held their jobs for 19 months or _
more. The highest percentage of bondees, mo;eover, are still in their bonded jobs
and comﬁrise 38.1% of the total. s

Exhibit 3-25 serves to elaborate upon the issue of job stability. Almost

half (45.8%) of these 24 who are still at theirﬂbonding program jobs, were -
hired between 1968 and 1970 and have therefore been in these jobs from 4 to 7
years. Not only does this bring the number of "over 48.months" in Exhibit 3-24

-

from 4 to 16 (25.4% of the total), but also these 12 1ndividua}§/rema%ﬂain*\x

-

. . L X . e
their jobs at present. An additional 11 of the 24 began their jobs either in

}
1971, 1972 or 1973, and thus have been in these jobs for 1 tq\? years.




-

EXHIBIT 3- 25 **

STARTING DATES OFéTHOSE STILL IN ’
BONDING PROGRAM JOBS
_*
(N=24)
Number of Percent of Percent of those
bondees all respondents respondents still
bonded
Jan.-June 1968 1 1.6 ” 4,2
July-Dec. 1968 3 . 4.8 12,5
Jan.-June 1969 3, 4.8 . 12.5
Jan.-June 1970 "1 1.6 4,2
July-Dec. 1970 ’ 1 1.6 4,2
Jan,-June 1971 1 1.6 4,2
” July-Dec., 1971 0 0 0
Jan.-June 1972 3 . 4,8 12,5
July-Dec. 1972 1 B 1.6 4,2
Jan.-June 1973 2 3.2 8.3
July-Dec. 1973 4 ' 6.3 16.6
Jan.-June 1974 S | 1.6 4,2
Total 24 38.3 - 100.1

~ *See Exhibit 3-21 . k 7 | o
#*Source: Contract Research Corporation Bondee Follow-Up bugvey.
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same jobs.

EXHIBIT 3-26*

quarter have retained these jobs for more than 4 years.

Exhibit 3-26 combines the information contained in Exhibits 3-24 and 3-25.
The numbers in parentheses are those who are still in their bonding program
jobs. Months are tabulated through June 1975, when thé instruments were mailed.

Including those individuals who are still in their program jobs, a full

An additional 19%

have retained their jobs for 2 to 4 years. In total, almost two-thirds have
held their jobs for over one year. Presumably, these figures will continue

to rise each month as long as any of these bondees continue to retuin the

LENGTH OF STAY IN BONDING PROGRAM JOBS

Less than 6 months
6-9 months

10-12 monthsﬂ
13-18 months

19-24 months

25-36 months

37-48 months

More th;n 48 monthé

- No answer

"Tétal

(N=63)

1
‘13"
7 Q1)
4 (3)
9 (4)
9 (4)
3
16 (12)

1

63

Percent

1.6
20.6
11.1

6.3
14.3

14.3

100.0
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- In géneral, bondees for whom this information is available tended to
remain at their program jobs after government bonding expired.. Almost

three-fourths (73.0%) of the bondees remained on their jobs from one month
* Source: Contract Research Corporation Bondee Follow-Up Survey.




to almost five ye§;: after they were no longer participating in the program.
For these bondees, the ave?gée,length of'time stayed after program bonding
expired was 17.9 months.* .

However, based.upon information contributed by bondees, 10 individuals
(15.8% of the £6§31) apJear to have Been covered by government bonding for
an average of 10.2 months after they had left their bonding progiam'jobs.
This may be due in part to clerical errors or to employers' failure to notify
the Employment Seryice when bondees terminated their employment. In addition,

this data is based on the individual recollections of bondees, and therefore is

subject to error.

Job stability may also be measured to an extent by considering the

reasons that bondees left their bonded jobs. Exhibit 3-27 indicates the

reasons that bondees gave ror leaving theis

EXHIBIT 3«27 *****

""REASONS FOR LEAVING BONDED JOBS
, (N=39)**
o - # %
i —_ ’ — |
Better Job, More Pay 12+ %+ 30.8 . -
Better Job, Same/Légs Pay 2 5.1
Laid Off 5 12.8
‘Fired - 2 5.1
Medical 7 . 17,9
Other**** 10 25.6
No Afrswet 1 2.6
Total 39 99,9

*This figure does not include those bondees still on their jobs.
**Those bondees who have left their jobs: 24 remain in jobs.
***including one bondee who left to open his own business

****including geographical changes, bankrﬁptcy, transportation problems,
‘return to school ’

- **%%#%+ Source: Contract Research Corporation Bondee -Follow-Up Sﬁrvey. -
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Over one-third (35.9%) of the bondees left for what they considered a®

better job. For aimost all of these, the job aiso meant higher pay. Medical
and "other' reasons together accounted for anotber 43.5% of the bondees who
left. Without further information, only two departures can be attributed to
bondee job-related problems, the two bondees who were fired., It is important
. to note, however, that the fact that so many respondents’fgﬁt %or better
ijs or for reasons apparently unrelated to their,onutheijoé*performunce

or job satisfaction may show a bias inherentlip the sample, rather than a

positive effect of the Federal Bonding Program.

3.4.3 Personal Evaluation of Program Utility

In addition to salary and job retention, it is helpful to know the
personal evaluation of éhe bondees regarding the effect of the pfogram on
~ their employability. The boﬁdees were asked to indicate in what manner--if
‘any--the bonding program had contributed to the attainment of subsequent
employment.* * .
The response to this question was extremely positive. Almost one-

third of the bondees indicated that the program had helped them gain both

reliability and experience.  Combined with the other positive responses,

slightly less than two-thirds said that the program had helped them in subse-

quent employment situations. Exhibit 3-28 below shows the 32 respondents!'

personal assessments regarding the bonding program.

- *Bondees' who were still in the program were instructed to skip this
question; thus, responses in Exhibit 3-28 below arv those from the 31 respon-
dents who had left their bonded jobs plus one who remiined in the bonding program
job but had been promoted due to experience gained while on the job. A more
subjective account of bondees' perspectives ol the tonding program appears
later in this section,

L




EXHIBIT 3-28 **

BONDEE ASSESSMENT OF PROGRAM USEFULNESS IN GAINING SUBSEQUENT EMPLOYMENT B

> - % * “w
(N=32) ) s
Number Percentage
Useful: Gained useful
experience ° 4 . 13.3 -
) Useful: Demonstrated
reliability 7 16,0

Useful: - Gained experience

& reliability 9 30.0
Useful: Other 1 3.3
Not Useful 7 23.3
No Answer 4 ’ 13.3
Total 32 99.8
Bondee Comments : . “

The previous sections have traced the effect of the bonding program upon
. various factors in bondee employability. Bondees also commented more generally
on the program. As could be expected, those individuals who chose to comment
ﬁade almost exclusively positive statements. Most expressed gratitude about -
being given a new opportunity; several suggested fﬁﬁ@;thg program be expanded
and offered to more people; a few expre;sed concern aéghffregular insuro;s'
continued unwillingness to bond them upon the expiration of governmentabaﬁding.
Many bondees said that they would not have been able to find and/or keep
their jobs or accept a promotion without the Federal Bonding Program. For
some, the program provided an opportunity to work in a field for which th?y

had requisite skills and experience but in which they had not been able to

*31 bondees who have left their bonding program jobs and one individual
who claimed to have been promoted due to experience gained in the program.

**Source:” Contract Research Corporation Bondee Follow-Up Survey.
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able to beg1n new careers, had stayed at their bonded jobs for several years

and were “then covered by their employers' regular insurance compan1es A few

mentloned hlgher salar1es as a benef1t of program part1c1patlon. Theyﬁviewed

. .
work w1thoJ& bondlng Several indicated that thr. ugh the program they had been
the program a‘s an.opportunlty to prove-accountablllty to employers and them-

selves, and to‘gain trust and confidence, as well as moral and financial

sppore.- T T f I

-
«
-

Many—respondents—o££ered—e¥aluat;Ve—cemments—about—thebprogramy—stat&ng -——44-—J

that’ it was a "good government program", one that is badly needed by many 1
people, and one that is '"not wasted." Many of these same psople asserted that 1
-the program should be expanded both in terms of its asvailability to a wider ‘
range of peoplégand the maximum amount of fidelity bonding offered.

Typical bondee comments included the following: o |

"I feel this program has many good benefits for both the person in need

of being bonded and the employer. It should be continued."
", ..my confidence was restored, I felt 10 feet tall, and was ready to
tackle the world. once again."
"Keep up the good work."
"I could not have kept my job if not for this p:ogzam.” ' ‘
"Thank God somebody has faith in a felonf..I ‘am still covered under this |
program.” B U
'...It was really a great help to me in regaining aiplace in society."
N "After I wae released from parole; and this program:no longer covered
me, the bonding company that carried the coverage for this office...refused
to bond mef" ‘ |

""Beliewe bonding is very needed to assume total accountability to

employer "

*

Tt should be noted that current eligibility cr1terla are v1rtua11y open-
ended. Anyone for whom bonding is the sole ‘barrier to a job is eligible.
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"I think it's“a very good'program, and without it; there are a_lot of
. jobs that couldn't be obtained.”
J"Ihe bonding program made it possible for me to obtain the job. No
bond - no job." ‘ - ' ‘ .
". ..opens a lot of doors..."

"This‘program helped me stay out of prison..."

", .. program should be kept and smade available to more people.”

: - 124
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APPENDIX A

Initial Conclusions Drawn From Available Data

For An Analysis of the Federal Bonding Program

(Report Submitted to Department of Labor,
December, 1974.)

1 .




-

- R " TABLE OF CONTENTS ‘ -

3

1.0 Overview . . . . . ¢ ¢t v v e et i e e e e e e e e e e Al

s

2.0 McLaughlin Mopthly Computer Priné-Outs S T A2

3.0 MT-I10 FOTES & « « « eiv o v o o o o o oo o n e o sie oo oo A8

Table A-1: MT-110 Inventory Overview . . . . . . . . . . . . . A-10
Table A-2: MT-110 Inventory - State by State, 1966-1969 . . . . A-11

Table A-3: MI-110 Inventory - State by State, 1970 . . . . . . A-13

4.0 Claims Data . . . 3 3 ] ] 3 ] ] ] . 3 3 ] 3 ] . ] . . . 3 . . . ) A“14
\ ) 3
5.0 Analysis of Results and Implications for the Conduct of the Study A-15

«

5.1 McLaughlin Monthly Computer Print-Outs “. . . . . . . . . . A-15
5.2 MT-110 FOITIS .« « v v « v v o o o o o o s o o o o v oo .. A-l0

5.5 Claims DALA « « 2 = o o o o o o o o o o o o o o v o 0 e . A-17

5.4 Summary Conclusions . . . « « v ¢ ¢ o ¢ o o o o o 0o A-17

¥




1.0 Overview
As indicated ingthe research design, there are three kinds of bonding

program data which are alreddy available to Contract Research Corporation:

“comp@terbprint-outsgcontaining basic accounting data for the program which are

provided on a QOnthly basis by the McLaughlin Comﬁany ("the McLaughlin print-

outs"), the Manpower Administration MT-110 forms completed for participants
" in the Bonaing Assistqpcé Demonstration Projects by State Employment Service
employées, and summary claihg data provided by the McLaughlin Compan;.

The first analytic tisk conducted with these data was a review of each
to estimate their completén;ss, their internal consistenc;, f?d other factors
which would determine their utility in terms of achievement ofythe research
objcctivqs of our study. A summary of the results of this initial review

is presented.below in Sections 2.0, 3.0, and 4.0. The conclusions drawn from

this anélysis are presented in Section 5.0.,

“
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2.0 HcLaugh11n Monthly Computer Print-outs

The monthly print-outs of bondings pravided . by the McLaugh11n Company .
Ihave the potential for being an exceptionally useful data source for }h1s .
studf. They represent the gglzndato source now available for virrua11§€a11
bondees, (There should oe listings on these print-o&ts fbr‘gil_bgﬂdee§

without exception, but-cross referencing of the print-outs with the MT-110

rorms—has Tesulted Lﬂfa‘Scovery of 64 cases 1n‘WﬁiEﬁT1ﬂFTT"forms are available

but no~M¢Laugh11n pr1nteout listing can be found for an 1nd1v1dua1 / This

- N

may represent a possible cancellat1on‘of the bond after the MT-110 form was
completed but before the eﬁployee began work, or it may reflect the difficulties

in cross referencing due to the format of the pre-1970 print-outs. But despite

this discrepancy, the print-out$ provide by far the most inclusiveélisting'of.

bondees and data relevant to their participation in the program).

Initial analysis of:the McLaughlin print-outsﬂindicates;'however, that
in order to achieve this potential, considerable data preparation must be
accomplished. Data problems ‘which requ1re attention before the McLaugh11n ‘
data can be processed and analyzed include the follow1ng¢

1. The identification numbers g1ven bondees by the McLaughlin Company
are not unique; that is, there are cases where more than' one bondee
has the same identification number.and there are cases in which the
same bondee has more than one identification number.

2. The gurrent McLaughlin print-outs are not cumulative over the entire
history of the program, In January, 1970, the program records
were purged of inactive (terminated) cases in order to shorten the
size of each print-out. Thus the post-January, 1970 print-outs do
not include bondees terminated prior to that time, In 52 cases,
individuals who were not listed as terminated in the December,
1969, print-out did not appear in the January 1970 print%outs.

£l

3. The above described purg1ng of the Mclaughlin print-outs resulted
in discrepancies in the cumulative bonding "units" utilized by each
bondee. (A bewding unit is defined as $500 of coverage for one
month; thus, for example, $1000 coverage for one year would requlre

128
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24 unlts) The. "cunulative units used" data on the pr1nt-outs thus
refers only to units used since January, 1970. For individuals
: bonded prior to the January 1, 1970 cut-off point who continued to
. . be bonded after that time, the "total units used data'" on the print-
: outs thus need to be corrected for units used prior to the cut-off.
B The lack of a un1que identification” number system and lack of social
. security numbers for most bondees creates a situation in which it is

, often impossible to distinguish between the case in which one indi-
! L “vidual was bonded twice and two similarly named individuals were ‘each
bonded once.

{ -

——~ff—f—;f——¥he~‘1r*t—tnd—secend—preb%ems—were—addressed—by—ass

bonding a unique Contract Research Corporat1on jdentification number. NUmbers
were f1r§t assigned to all of those who were bonded prlor to 1970 (based upon
the Decemben 1969 print-out) and then to all ofﬁxhose bonded January 1970 and
beyond (based upbn\thewJuly 1§74 print-out). No identification numbers were
assigned tOthe 64 casee in which individuals were listed in December 1969
~ as still bonded but were not li;ted on the January 197dv(and subsequent)

print-outs at all. It is impossible to determine the c;use of this discre-
pancy .as well as the date of bermination of bonding fortthese individuals.
They were therefore eliminated from-further anblysis.

Those individuals who were st¥11 bonded during the perio&ain*which the
MpLaughlianiles were being purged appeared on both brint-outs. Only one

identification number was sgsigned to these individuals. °

As to the third problem) the discrepancies in total units used for some

of the bondees were addressed by 1solat1ng those bondees for: whom this would

be a problem ( that is, thos who appeared on both the December 1969 print-
out and subsequent print-oufs), recording the number of units used through

.December, 1969, and preparing a¢¢omputer program to add these unifs used to

the totals available in the post-1970 print-outs.




‘The final problem 1nVOIV1ng p0551b1e nultlple bondlngs was considerably

»

nore complex and was addressed in the following manner: initial review of the
computer print-outs through July 31, 1974 revealed a total of 6692 entries in

the December 1969 and July 1974 print-outs listing avbpndee_name, an employer;
and dates of employment. Several hﬁndred of these names were similar or identical.

+

In order to determlne the total number of different 1ndiV1duals who had parti-

’ cipated in the program (that is, "bondees'), it was necessary to review the

print-outs to determine the number of individuals who had been bonded more than
once; The‘total number of bondees was then determined by subtracting thé v
multiple bond1ngs from the total. | K G B

Initial review of the names of bondees provided on the McLaughlln prlnt-outs
‘”:evealed that no common format was employed. Sometime a full flrstwname was
used, sometimes an initial, and sometimes an apparent nickname. This problen,
aloﬁg with ;hé absence of social security numbers, meant that there was no
machine-based technique which ¢ould be relied upon to accomgl1sh our task.
As a result of thts, it was concluded that the problem of multiple bondings
could only be addressed by a manual review of the listed names and the
application of judgemeﬂt on a case by case meéhod. This, in turn, required
considerable expenditure of staff £imé which was not included in the study
budget. But the impértance of determining the actual number of bondees was
.considered imﬁortaﬁt enough to merit this expenditure of réﬁources.i

For all cases in which social security numbers were not present - the
vast majoriéy’- it wasunecessary to utilize the remaining available data to
coh; to a conclusion concerning multiple bondings. There were two alternative

methods of accomplishing this. The entire list could have been reviewed with

Contract Research Corporation staff using their 'best judgement" as to whether
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o;Jnotathere were indeed cases of multiple bonding. For example, such a
judgement might have included the fallowing, "This last name is so unusual that®
it is unlikely that two.people would ﬁave been bonded having the Qame last
‘name and initial. Therefore ;e can, assume that it is a multiéie anding of
the same 1nd1v1dua1 "

The alternative to th1s approach was the application of decision-rules
which reviewers could apply to the data to reach their conclusions. This
approach was adopted because it offered the advantage of replicability; using

‘this method, any reviewer would come to the same conclusions concerning the

o

same data. -
Review of thg‘total number of bondings wa§ therefore conducted according
to the following dec1s1on-ru1es

A. In cases of identical listings (same name, same dates of bond1ng,
same employer) it was assumed that there was a clerical error on the
part of the McLaughlin Company data processors and the second such’
listing was eliminated from consideratitn.

B. Similarly, in cases of overlapp1ng bond1ngs - ind1cat1ons that the
same individual was bonded twice at’the same time -- clerical error
(most likely a failure to record a termination) was also assumed.
The second such listing was therefore eliminated from further /
consideration.

c. In ca$es of 1dent1ca1 last’ names of bondees, those bondlngs with
identical social security- humbers were considered multiple bondings.

D. In cases of ident1ca1 last names without any social security numbers,
we assumed multiple Londings took place if the first names were
identical. (This'gan be justified on the extremely small likelihood
of two identically named .individuals being bonded in the same State
when fewér than 7000 of 200 million Americans had been bonded at all.) .

E. In cases of identical last names and similar first names (c.g. Levy, F.
- and Levy, Frederlck), multiple bondings were assumed if the individuals
were placed in the same city; if the placements were in different cities,
- no such assumption was made and the two cases treated as different
1nd1v1duals.
131
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These decision rules represent a middle ground between the most conser-

vitch extreme -- counting only social security verified multiple bondings as

nultiple*bondingé, and the mast generous extréme -~ assum{ng multiple bonding

in all cases in which no contradiction appears between the names. The rejection

of the conservatlve extreme was justlfied on the followlng grounds: of those

verifiable multiple bondings, i.e. those with social security numbers, roughly.

- »

nine percent of the total;reprESEKtba cases in which names on the files were

not identical, thereby justifying the belief that there are additional multiple

~ bondings beyond those which include identical names.

On the other hand, the non-identical bondees names represented‘only nine
p;fcent of the total, suggestiné that caution should be utilized in making assump-
tions of multiple bondings. In Questionabledcases,'We therefore imposed the °
;dditional decision criterion that in cages of possibleadiscrepancy, multiple
bondings were oniy assumed to take place where“bonéees were in the same'cit;.

,.

In addition, there is reason to specula;e that when the social $ecurity number
!ig.recorded, full*legai name was much ﬁore likely to have been submitted-and
subsequently printed out. T£us we might expect a lower probability 6f identi-
cally recorded names for the same individual when no social secﬁrity"numbcrs -
were provided. B B
Formattiug préﬂlems with the McLaughlin print-out§ hampered our ability
io discern all CAsesoof similar names to which the rules-could be applied.
In the first place, cross refereﬁcing of all names from the pre-1970 and
post-1970 print-outs would have required staff time commitments far outweighing
the increment of additional accuracy which could be expected to result from

this process. Therefbre, cases in which an individual (a) was bonded and

terminated prior to January 1970 and (b) was then again bonded subsequent to .

that date were not cross referenced, and thus there was no way of detecting
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multiple Sonding:

,A/L#réecondly. the pre-197b ﬁ;int-outs were not arranged in a manner which
fac111tated easy comparlson. Unliié the latter print-outs whichlgere arranged
‘alphabetlcally by bondees last name for each State, the earlier print-outs

were arranged by employer in each cxty. This in turn meant that cons1derab1e

tlme‘ggs_ggqulred to determ1ne if bondees in the same city had the same last

name. Efforts to move beyond this and»to cross~reference pre-1970 bondees
among cities in the same St;te. and to cross reference all bondees ahong
éStates were also abandoned because of the Lnord1nate tlme demands 1nvolved ~ ‘
| relative to estimated payoff. )

" The application of the above-stated rules under the above-stated formatting
handicaps results in the following:

6692 repérted bondiﬂgs

6661 actual bondings (after subtracting duplicates and contradictory listing$)

6403 individual bondees

These final figures can be compared with the maximum possible.number of

bondees ( the number under the conservative assumption) of 6599 and a minimum

re

number (under the generous assumption) of 6341.
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3.0 MT-110 Forms

The MT-110 (léter MA-110) forms contain a broad ;ange of information
concerning the background of bonde?s and previous wgrk experience. As such,
they provide considerable information which may prove useful ip explaining -

" differences i; bonding and post-bonding experiences of program participants.

Unfortunately, these forms were only required to be completed by Employment -

" “Service staff during the period prior to the time when bonding became a

national program, |

Once the experimental and de;antration phase of the bonding program
history was over, it ;;s decided that additional background data was no longer
needed, ;nd that‘repofting requirements should be reduced to a minimum'to
conserveuthe time of Employment Service staff. Therefore there were no re-
quirements to complete ;hese forms for anyone bonded after July 1, 1971,

Initial analysis of the MT-110 forms supp}ied by the Department of Labor
revealed that in some cases there are problems of legibiliyy of specific
responses, and in others there are failures to.fill in all items on each
form, But the primary problem with the available MT-110 data is its in-
completeness. In other words, the Department of Labor has tﬁus far provided .
.us with only about five-ninths of the total number of MT-110 forms which were
completed by E.S, staff, | |

In all, 1849 MT-110 forms were supplied to Contract Research Corporat?on.

Of these, 343 were duplicates, leaving MT-110 forms for 1506 bondees. This

represents only 58.5% of the 2573 bondings from the initiation of the program
through th; close of calendar 1970, the last full year in which MT-110 forms
were required. (According to Training and Employment Service Program Letter
2624, dated January 25, 1971, MT-110 forms were required from January 1, 1971

to June 30, 1971 "from only those State agencies participating in the experi-

o A-8
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f“iental demonstration' prior to 1971 "in order to complete statistical reporting

* requirements of the experimental phase of the Training Placement Assistance‘
‘Demonstration Projects.')
A more complete breakdown of the avallablllty of ‘MT-110 forms by State

and by year is presented below. As can be seen from Tables A-1 through A-3

below, the problem of missing MT-110 forms is particularly severe for calendar

1970, Only 2 of the 658 bondings for calendar 1970 (as indicated on the Mc-
Laughlin print-outs) were recorded in HTnllO\forms which are now available

to Contract Research Corporation. (In'additioh eo this no Mr-110 forms for
calendar 1971- have been made avallable 3 h

: Efforts to determine the availability of add1t1onal MT-IIO forms among

“ind}Vrduul State Employment Security-Agencies are now under way.

| A ;econd weakness of the available MT-110 forms is the lack of informa-
tion‘éoncerning second bondings for a single individual. Although there i$ ¢
space on the Mf;110 forms for-additional bondiﬁgs, there are almost no such

.~

listings for those cages in which the computer print-outs seem to suggest

" multiple bondings.

- v




TABLE A-1 .

MI 110 Inventory Ovexrview

Bondings. MT 110s Available MT 110s Missing
1966-69 - | 1915 |~ 1504 411
" (78.5%) " (21.5%)
1970 658 . 2. 656
. (0.3%) . (99.7%)




TABLE A-2

MT 110 Inventory - State by State

1966-1969

MT 110s Available

Bondings MI 110s Missing
P
Califdrnia - B
. L.A. 380 311 69
' S.F. 172 136 36
Santa Anna 160 122 38
Sac1;}amento 61 ° 42 19
New York 110 90 20
Vera Instit. 4 0 4
‘ Washington, D.C.| 173 | 146 . 27
Lorton 8 ; 8 . 0
Alabama - ~
Drapef 35 ;‘ 21 14 ¢
" Birmingham 11 } 6 5
Missouri - 1;
Kansas City - 209 : 190 19 ;
St. Louis "9 8 1 é
e SR , AN S — 5
Ohio - :
Cleveland - - | 15 14 y 1
Toledo 3 5 ‘1 !
Dayton 8 . 5 ~ . 3 I
Cincinnati ; 10 l 2
Columbus ©25 17 : 8 ;
Youngstown ' ; "0 |
Akron ! 2 ' 2 - 0
' I1linois { s | 207 | 38

»
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MT-110 (cont'd)

v

Bondings MT 110s Available ~° MT 110s Missing

Baltimore, Md. j 14
i

Detroit, Mi. .37
Massachusetts E 29
Newark, N.J. 39
San Antqnio;rTex.. 14

4 ?
New Orléans, La. -

. Pennsylvania -
Philadelphia
Pittsburgh

Atlanta, Ga.

Portland, Or.

“TOTAL '1966-69




’ TABLE A-3 - -

MT 110 Invcntbrxﬁ- State by State
" 1970

Bondings MT 110s Available MT 110s Missing

Alabama ! 2 79 , ~
' California - | 283 | 0 283
Washington, D.C. | 13 . - o . 13 :
Georgia . 12 - ! 0 12 ”
Illinois . 70 5 0 70 ' Cl
Louisiana | 3 | 0 ’ .
Maryland j 0- * -
Massachusetts 12 : o 12
' Michigan 116 } 0o . .16 - ”
Missouri : 18 o 18
New Jersey 4 ; o 4-
New York‘ 32‘ ’ ; 0 32
Ohio 1 = l 0 31 R
Oregon - 53 : 0. 53 ’
Pennsylvania 3 ) 0 3 .
| ~  Texas 23 0 . 23 ! '
TOTAL . © | 658 2 656 °
_ . e , _ - .
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4.0 Clllls Data _
o~ ' The summary cla1ms data made available by the McLaughlin Company generally

contain the information needed to meet the default data requirements set out

» in the research design (name of 1nd1v1dual for whom cla1ms were filed, date
3

of c1a1m, amount of c1a1m, nature of cla1m, and disposition of c1a1m) + In ;

addition, in ‘many cases, they prov1de add1t1onal information which may prove '

-+ . . useful 1n.exp1a1n1ng differences 1n rate of default among bondees, for example

s

the SIC code for the employer.
Initial analysis revealed that the clajms data made available by the .
‘McLaughl1n Company is relatlvely complete and 1s updated on a regular basla..
”na of November 30, 1974, Contract Research Corporation had summary data for

277 claims, 216 of which had already been resolved and 61 of* which were strll

pending. In general, the needed information is present on each of the 277

claims summaries. The major expection to this is the SIC designation for
claimants which is‘éVailaBle for oﬁly 40 cases. In the remaining cases, it ) -

will be necessar§ for Contrgt Research‘éo oration staff to review the in-_
rp

4 ©

- formation concern1ng employers, determine the approprxate SIC class1f1cat10n,

,

.-+ and add thl,s to the data by hand. - . .

@

*Deslgn, ppt 10.
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5 0- Analy51s of Results and Imlecat1ons for the Conduct of the Study . *
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3. 1 McLaugh11n Monthly Computer Prlnt-outs < A e wl »

@

The McLaughlin computer print-outs will provide much of the data needed
. to meet the research object1ves descrlbed on page 9 of the research)de51gn

to provide systematic data concerning the bond1ng and post-bondlng exper1ence§w

-

of program part1c1pants and to provide add1t1ona1 1nformat10n whlch may help '

to explain the dlffe;ences “in expertences. In particular, they will prov1des

. 4 it

the specific charactEristics‘of bonding program part1c1p4t10n and (in some cases)

iy

some characterlst1cs of placement occupation-and jobs.* v ;

¥

© : A
" “

The initial review of the McLaughlin computer prlnt-outs data’ descrlbed -

W

- in Sect1on 2.0 suggests that*further analysis of those’data’ can.proceed once N

! computer is programmed to make the Indlcated changes in the raw data

Once the program has been developed and executed, it w111 then be p0551b1e .

-
v

to determine the distribution of such basic descriptors of .Jprogram activity as

gepgraphlc dlstrlbution of bondees, date of bonding, Iength pf bonding and

units used. As indicated in Section 2.0 theﬁquestion of multiple bondings
—;—~—~—~;annot;be*complete1y~resolved. Tﬁes the |statistics for bondings and bondees

will contain some potential error as a.result of unresolvable ambiguities

in a few cases. The decision rules employed to determine whether multiple

*See '"Data’Requirements and Sources,' Design, pp. 10-11.
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bondings have occurred as described in Section 2.0 are not perfect, ‘but they
are reasonable, and shoufﬂqggﬁaaka more accurate picture of actual program " .
operation than is currently avgilaﬁ}e.

5.2 bﬂkllovForma ;

The MT-110 forms cohgain &a;a which w#ill be quite useful in attaiaing the
secondrof the bondee research objectives listed on page 9 of the research
design: to p{ov;de information which mé} help to explain differences in
bonding and post-Bonding éxﬁeriences:ofyprogram partiéipaﬁfsl In particular,

. ] N

for those bundees for whom MT-110 forms are available, they will provide the

‘data elements_reiatigg to £he“characteri§tics of‘bqﬁdees (demographic, previous

work experience, pig;ious criminal record, previous residence), as wg}l as :

reason for denial'pf bond, and (in some ;ases) some charécteristics of the
placement occupaﬁi&n and jobs.* -

The major gaps in the availability of MT-110 data -- and especially the
virtual absenéérof any forms from beyon{ 1969 -- have resulted in a decision
to postpone furtﬁef analysis‘of these data until éfforts to collect th,e ¢ .
missing forms hgg;’beenVcompleted. Inquiries are now being made of the
reievant State Employment Service.offices to detérm@ne whether the missing
,_ data still exists at the State or local office levels, and to obtain it if
possible. © , 5 : . ’ :

‘ vpecisi¢n3 concérning the further trearmenf of“theqMT-I{O data will be
dependent upon the results of.the Employmént Service inquiries. But i; any
event, further analysis of, the representativeness of the bondees- for whom
MI-110 data is available -- as compared'to the uni;erse of bondees -- will

be necessary before any conclusions can be drawn from analysis of the available

data. Vs

A

*See ''Data Requirement$ and+Sources,"' Design,.p. 11.
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5.3 Claims Data ° o
As indicated in Section 4.0, the avaiiable claims data appears to be

sufficient to meet the data requirements for "default data' described in

the research design: names of individuals for whom claims were filed, oatos

of claims, amodnts of clains,?nature of claims, and dispositions of .claims.*

This data, when combined w1thmadditiona1 information, can help to answer - s,

- questions such as whether certain kinds of bondees are more or less likely

" to have specific kinds of claims filed, to have.certain kinds of claims paid

on them, and so forth. ) “ ‘ , . #'
The actual transformstion*of the data to card images and further analysis
is being held in abeyance, however, pending the conduct of the interviews
with kéy insurance industry officials. As indicated in the research design,
this will enable us to conduct’ the kind of analyses which insurance industry
officials report would be most likely to be meaningful in terms of their
éwn current acoountingaand reoordbeeping piacticés. In particular, it will
be important to present our anaiysis inrthe format and nsing”the conventions‘*
with which industry officials are most familiar. While this does not guarantee

that such analyses will influence these officials, it does maximize the chances

of this happening.

5.4 SummggxﬁConclusiOns
; Overall, the data made available to Contract Research Corporation has

the potential for neeting many of the objectives set out in the'research design.

The richness ‘and level of detail of the analysis of this data‘wilf} howeVei,

depend in part upon the availability and completeness 3% tno follow-up data

vwhich can be collected for bondees., To the extent that followup data is -

unavailable and/or incomplete, it may be necessary to engage in more

1483

*Design, p. 10
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sopﬁisticatid analysis of tﬁe”currently availib;é data in order to provide

4

needed: pol1cy inputs s .

_—_— — - —— —_ . - )

As 1ndicated above, additional analysis of the .McLaughlin print-outs _
. 1s.now'underway Analysis of the MT-110s is ‘suspended until the availability
of data on addltlonal“bondees can be determined. Analysls of claims data

is being held in abeyance until further 1nput on the nature of that analyszs

can be obtained from insurance offlcials.

-
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ASSIGNMENT OF SIC CATEGORIES TO BONDED JOBS

Assignment of Standard Industrial Classification (SIC) Categories to

jobs held by;bonde95~was—ea;¥ied out for:
" e Claims data analysis ’ / .
e Employer response analysis ’

e All bondee jobs in Illinois
e Jobs held by the State of Illinois labor force

¢ Some bondee jobs in other sStates

™ ] . . . .
The reference document used was the Standard Industrial Classification

Manual, 1967;* Prepared by the Office of Statistical Standards of the Bureau
'9f the Budget (OM&). ‘ ‘ . .
With the exception of the SIC ussignments which qppeared’on the McLaughlin
monthly print-out for 2432 bondings, all other SIC numbers were assigned on
the basis of company names, generic descriptions (where provided, e.g.
I1linois MT-110 férms) and ﬁny additional job-related informatiénvwhich
was available (e.g. claim summary).
An attempt was made to make the SIC assignment at the 4-digit level
of uetail; however, most of the analysis was done only at the two-digit

[

level because of the need to make comparisons between different sets of

industrial distributions, ¢.g. the State of [11inois job types versus the
bondee jobs in Illinois.
In many instances it was necessary to make a judgemental decision for
some jobs, particularly in the cases where it was unclear whether the establish-
sent was a wholesdie or retail outlet. In the event of'multiple services
~or products, the service or product which appeared to be dominant was used

a5 the basis for classificution,

;*The more recent version of the SIC Manual was unavailable at the time
SIC assignments were begun. Consequently in order to maintain consistency
{the 1967 Manual was used throughout. In addition to the fact that the 2-digit
Q level.classifications appear similar in both, the SIC data is intended to be :
RJ!:‘used as a set of indicators and not as an absolutely precise, detailed breah-dowt.
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APPENDIX C

Report on Employer and Bondee Survey Pretest (and Addendum)

-

Update on Employer Survey Data

&
SN o 2=
(Report Submitted to Department of Labor, March, 1975
“ | plus addendum and update.)
O - "
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; The Research Des1gn fbr an Analysis of the Federal Bond1ng Program descrxbes

2

two ma)or categorles of data wh1ch can be used in assessment of program PérfOIMJnCE

data already in the possession of the Department of Labor and its contractor, the
McLaughlin Compan}; and addifioﬁal data to be collected by Contraet Research Corpor-
ation. During the months since November, 1974, Contract Research Corporétion has #
undertdken a series of activities designed to explore the feasibility of contacting
current and former bénﬂees and their'employe?s in order to obtain information from
them.

The embloyef and bondee survey pre-tests are described in Sections 2 and 3 of
this éaper respectively. In each case, the discussion includes the rationale for
the activities undertaken} the approach utilized; the results of the pre-tests; and
the implications of the ﬁie-test for further data collection activities. In summary,
the employer survey pre-test results 1nd1cate the soundness of the proposed approach,
a mail followup survey of apprOX1mately S% of the employers of bondees. The results.
of the bondee pre-test, however, s}rong{y suggest that furgher bondee followup

"y

activity would be unproductive.’




- Federal Bonding Program are: | : o N

o

2.0 The Employer ﬁurve;\\\\ _ )

2.1 Introduction >
/ .
Department of.Labor staff members have expressed the hope that participation in

the bonding program would cause employers to reexamine and modify th;ir hiring prdé-
tices toward ex-offenders. In particular, it has been hoﬁed that employers would
become mdie willing to hire ex-offender§ and to encourage their insurors to provide
bonding coverage for these hard-to-bond individuals.

The employer analysis outlined in the research design was developed in order tov
assess -the extent to which these and relafed hopes have been fulfilled. The objec~

tives of the employer analysis stated in the Research Design for An Analysis of the

e To provide systematic data concerning the changes in employer attitudes
and behavior which followed participation in the bonding program

e To provide additional information which may help to explain ‘these changes.
The design also identifies four kinds of data which would be useful in achieving
these objectives:

e Employer Attitudes (e.g., opinions of the bonding program, willingness to
hire ex-offenders)

e Employers Actions (e.g., hiring of additional hard-to-bond, action at ex-
piration of bonding time limit) ‘

. Characteristics of Employers (e.g., SIC,&size, loc#tion; use of ES, number

—of-bondees)}——— -— — -

. s

° Emplbyer relations with the-Fidelity BondingVIﬁdustry (e.k., proportion of

employees covered by fidelity bonding, length of time with current insuror)

Although some information concerningemployer characteristics is contained in
the McLaughlin monthly progress reports and MI-110 forms, very little of the required
data is currently available in either Department of Labor records or those of the
McLaughlin Compahy. For this reason, achievement of the employer analysis objectives
;equircs contacting employers directly and Jutilizing éﬁrvey instru?ents. ‘tThe
design therefore calls for drawing a stratified random sample of employers who have
participated in the program and administering 5urv$y instruments‘to the employers in

150
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this sample. N )

The positive response received from employers in the Phase I bondee survey pre*
test (see Section 3 below) led Contract Research Corporation to believe that mailing
instruments to employers would provide the needed data in a more cost-effective

manner than would in-person interviews. A pre-test of both the procedures and instru-
ments to be utilized in such a survey took place in February and’ March 1975.

———
The remainder of this Section of the report includes a summary of the activities

+

undertaken in the employer survey pre-test, the results of that pre- test, and the

¢ implications of these findings.

2.2 Approach
The methodology utilized 1n the employer survey was straightforward. A survey
instrument was developed, ref1ned and subm1tted to the Contract Officer for review
and approval. Following receipt of this approval, the\}nstrument was mailed to a
sample of 32 employers, randomly selected from the July, 1974 McLaughlin compute%
printout, the same print-out that is being utilized in the computer analysis of a-

vailable McLaughlin ghnthly progress report data. (This procedure restricted the

universe from which the pre-test ample was drawn “to employers of bondees who ﬂad
participated between January 1, 1970 and July 31, 1974.‘ This fact may have. intro-
duced some positive bias into the response rate). )
Employer names ano cities were taken from the McLaughlin printouts; street
addresses were obtained from telephone directories. Reminder postcards were mailed
to all employers who had not returned their instruments withio ten oayg of the ini-
tial mailing. ; )
2.3j Results
As is indicated in Exhibit 1, 12 of 32 employers returned completed instruments
within five weeks of the initial mailing. Tﬁis represents a response rate of 38%.

Virtually all of these employers reported more than one employee participant in

the program; In all, their responses provide information for a minimum of 59 bondees.
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(It is impossible to state precisely how many bondees are represented because the
relevant item in the instrument was a closed end item utilizing ranges rather than

~ precise numhers).

Exhibit 1

" Results of Employer Survey

Instruments mailgd" 32'(10655

Completed instruments received 12 (37.5%)

: . Employers moved or out of business 4 (12.5%)
7 | Pending ) I T (50.0%) '

~In four of the 32 cases, the United Statgs Postal Serviéénreported that the em-
plqyer was no longer at the address to which the instf;ment was sent. The Postal
Service had no forwarding address in three of these cases. We have assumed that a
business establishment which moves without a forwarding address can be considered to
be out of business.

Sixteen employer instruments are pending; assuming that theVPostal Service has
notvmisplaced the instruments, this means that the instruments were recei;ed by‘offi;
cials of the organization employing the bondees but no response has yet been made.

- éince’there are no available statistics concerning the kinds of employers who
have participated in the bonding program, it is impossible to tell whether any re-
sponse biases were introduced by the methodology employed. '

VAnalysis of the &ompleted instruments reveals no problems with the wording or

L4

interpretation of any of the individual items. Respondents did not appear to be con-

fused by any of the items; nor did they fail to understand any of theuéccompanying >
instructions.
2.4 Conclusions

Both the positive response rate and the apparent absence of'prdbiems with the




+

“e

ipstrument suggest that it is feasible to proceed with-tﬁe‘employeltfbllow-up survey .
Accordingly, a sémple of 300 employers has been selected by a randomrprocedure from

the universe of all employers of bondees who have participated ih the program from
itsrinception thrgféh July 31, 1974, Selections were made through use of a random .
numbers table appiiéd to the CRC-assigned identification number for each bondee.

This procedure has provided an implicit weighting to the likelihood of inclusion,of

any giyen employer in the‘sample; the likelihood of this occuring is directly propbr¥ -
tiénal to the number of bondee§ who have worked for the given employer.

Addresses for the employers of bondees which were available from the McLaughlin

. *
were obtained directly from the files of the McLaughlin Company.

menthly printouts were taken from this source. Addres€é§;f6?—tﬁe*remain%sg—emﬁ¥byers——————
All instruments have been mailed, and preparations are being made to send re-
minder post-cards to non-respondents as was done in the pre-test.
The results of the employer survey will be presented in an "Emplofér\Followup

Report" to be submitted to the Department of Labor in May, 1975.

-

* L 3
~ In a few cases, it was impossible to locate information concerning the employers
in the McLaughlin files (which have not been kept in strict chronological order). ~— —— -
In these cases, telephone directories and directory assistance were used to fill
the gaps. .
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3.0 The Bondee Survey

3.1 Introduction

The objectives of the bondee analysis stated in the Research Nesign for An Analy-

sis of the Federal Bonding Program are:

e To provide systematic data concerning the bonding and post bonding exper-
iences of program participants 4

® To provide additional information which may help to ejplain these differences

Specifically, the design identifies seven kinds of data whigK would be useft\ in
achieving these objectives:

L] .

e Default data . , B 7 S

o Characteristics of bonding program barticipa%ion (e.g., amounts of coverage,
length of time covered, and so forth)

° jCharacteristics of placement occupations and jobs

e Characteristics of 5ondees (e.g., demographic data, criminal records)

e Reason for denial of bond

o Post-placement7employment histories -

e Post-placement criminal justice record. 4
Much of this information is available in whole or in part from data sources proj”

vided to Contract Research Corporation by the Department of Labor, including’the

McLaughlln Company monthly program reports; the McLaughlin default summaries; and

“the Department of Labor designed MT-110 forms. But the last two data items listed

_ above are not available in any existing Departmental records, and are obtainable

only to the extent that bondees (or their employers) can be located and are willing

" to provide additional information. K *

Completion of bondee followup activities therefore would provide information:

about the program that is not otherwise available, and would corroborate information

w

~available through existing reporting systems. For this reason, the research design

.

includes the following two proposed data collection activities:

i e Collecting some followup data from all bondees




*

e Collecting additional data from a carefully ‘selected reépresentative sample
of bondees

Three phases of pre-tests for the bondee survey were undertaken by Zontract -
Research Corporation between November,‘1974 and March, 1975. The resolts of«the
first two of these phases were discussed in the paper "Bondee Follow-up: Summary of
Pre-test Phases I and II" submitted to the Department in December, 1974 The instru»
ments and procedures employed in Phase III were included in the paper, "Methodolog1es
. and: Instruments to be Employed in Data Collectlon," subm1tted in February, 1975.

The remainder of thxs paper includes a summary of the activities undertaken in

the bondee survey pre-test, the results of the pre-test, and the implications of

- these findings. ‘ ¢ oo

3.2 Approach

The difficulties ihvolved in tracking participants in manpower programs are in-
! P p : ;

creasingly well-known, and have been discussed in several important articles in the
academic literature.* Ex-offenders and disadvantaged Amer1cans move often and fre-
'quently do not bother to leave forwarding addresses. ‘Some manpower program part1¢1-
pants have no permanent address at ell; others may wish to remain unlocated.

All of these problems are present in the case of participants in the Federal
Bonding Program with one major additional problem. In most efforts to follow man- .
power participants, the problem is trying to find out what has happened since the
1nd1V1dua1 has lived at the address given on some program record. In the case of
the bonding program, there are no addresses whatsoever for roughly two-th1rds of the
program participants, and outdated addresses ranging from 5 to 9 years olq for the
remainder. In addition to this, the Department of Labor has these outdated addresses
for only aboot 60% of the individuals for whom addresses should be available

For those 1nd1v1duals for whom no addresses are ava11ab1e, the only starting

point fu follow-up activities is the1r place of employment during the program.

See, for example, the articles by Barnes, Homans, and Lewis in Evaluating the Impact

Q f Manpower Programs (ed.) Michael Borus (Lex1ngton. D.C. Heath 1972).
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Individuals who are still bonded can presumably be reached at'tﬁeir employer's place
of business. Those who were formerly employed can only be traced to the extent that -
thelr former employers have (and are willing to provide) some home address or place
of laterﬂemployment for the bonﬂee.u

In order to conduct bondee fallow-up under these cqnditions, three possible ..
approaches were&inVestigatéd' |

e Wherever addresses were available (i.e., MT-110 forms had been completed for
bondees and these forms are available) efforts were made to reach bondees

e Where home addresses were unavailable, efforts were made to contact the em-
ployers (or former employers) of bondees to ascertain whether they had any

‘at those addresses, providing "address correction' procedures for forwarding.

e

useful information in terms of locating bondees.

e Where program records indicated that bondees were still participating in the
program, efforts were made ‘to reach them directly at their place of employ-
ment.*

These activities are described!in greater detail in Section 3.3 below along with a
discussion of their results.
3.3 Regbltg”

3.3.1 Overview

Three phases of the bondee survey pre-test have been implemented in order to
provide 1nfornat10n concgrnlng tﬁ% feasibility of an all bondee mail (or telephone)
followup and an intensive effort to provide additional data concerning a representa-

tive sample of bondees. The Novémber, 1974, Phase I pre-test was designed to test

the feasibility of locating bondees th%ough their bonding placement employers. A

‘sample population of the employers of 100 bondees was drawn from the States of
Massachusetts and Connecticut and fromkNew York City, and a brief instrument was -
mailed to each employer inquiring about the bondee's last known address and dates

of employment., The employers of 2270f the bondees responded, but they could provide

forwarding addresses for only 10 bondees. (As indicated above, both the procedures

As is 1nd1catcd below, the pre-test has prOV1ded some indications that the print-
outs are not fully up-to-date coucernlng'termlnatlon of program participants, a
O Fact which further complicates follow-up activities.,
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and the results of the Phase I prleest are discussed in greater detail in "Bondee

" - Follow-up: Summary of Pre-test Phases I and II," submitted'to the Depargmeﬁ} in'

December, 1974). | ‘ o

Subsequently, a Phuase Il- telephone follow-up was conducted ‘for all non- reSpon~
dents from Phase I in order to make every reasonable effort to obtain addresseS'from
_emplcyers. The Phase 11 telephqne follow~up activities provided a totaiﬂof £5<hore
possible bondee éddresses, leading to a total of 25 out of theeériginafysaméle of
100. Except for those bondees whom employers reported to be stfii”employed, however:

it was not clear whether any bondees could in fact be contacted at, the addresses ﬁro-‘

vided by the employers. This could only be determined through efforts ;o”reacﬁ_bondées “
at these addresses; these efforts constitufed Phase 111 of the pre-tesfs

Phase II1 therefore involved developing afs;?#ey instrument and mailing it to
available bondee addresses. A draft instrument was prepared and shﬁmittedﬂtd the
Contract Officer foi review and approval. Following receipt of this appfo?al,yinst;u~f
ments were sent to three sub-sets of bondees: fﬁese for whom addresses were obtained |
in Phases i and II ("Phase I and II bondees"); those for whom addresses were ava113~ i
ble frOm MT-llO forms, ("MT-110 bondees™); and those who were listed on the most re-
cent monthly progress reports as being still bonded (and who, thérefore, could be
expected to be Msached through correspondence sent to their place’of emplo&ment).

The "still bonded" and '"MT-110" bondees were chosen through a ramdom selection
process; the "Phase ; and II'' bondees represented the total of all possible addresses
obtained from earlier locational efforts. Busin:ss ad&fésses for the still employed
bondees were obtained from the McLaughlin printouts and feiephene directories.

The Phase III mailing took place in mid-February, 1975. Reminder postcards’

(\\ were sent to all non-respondents ten days after the initial mailing. Analys{s of
the results ef the bondeeusurvey pre-test was c0mp1eted by the end 6% March. The
results of this analysis are presented below.
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3.3.2° The "MT-110" Bondces

During Phase 111, instruments were mailed-to-a random sample of 75 bondees for

.yhdm home addresses were available through Mr-110 forms. As is indicated in Exhibit

below, only two of the instruments were returned and completed, representing a res-

‘ponse rate of 2.7%. Md}eover, 69 of the remaining°b§ndees (92%) were totally un-

reachable: they no longer lived at the addresses listed on the MTI-110 forms and

- -
.

had left no forwarding addresses.

£

Both MT-110 respondents indicated that the hhd no recollection of partj t-

.

ing in the bondlng program.; Thxs eliminated any p0551b111ty of distinguishing post-

bondlng program event$ from others wh1ch they had experienced, thereby destroying

’ the ut111ty of their -responses for data gatherlng ‘on post program experxences of

bondees‘ , fffa .

3.3.3. The "Phase I and II" Bondees

Duriﬁg Phase II1, instruments were mailed to all 25 of the 100 Phase 1 and

“ ;I bOndeeS for whom addresses were available. This procedure produced a total of 4
completed instruﬁents, representing an overall response rate of 4%. OUne additionul
former bondee teiepiioned to indicate displeasure with being surveyed, but agreed to
provide some information. Thus, for some purposes, it can be said that information
was received from 5 of the 100 Phase I and II bondees. (Telephone contact with non-.
resbondents was not part of the pre-test however, and inclusion of such activities
in the fu11~5c§1e bondee survey adds considerably to the staff time required, with

an extreﬁély uncertain pay-off). ~

A

All but one of the 20 non-respondents to Phase III were unreachable; the U.S.
Postal Service returned 7 instruments stamped "undeliverable" and 'no forwarding
address"; the remainder were not returned to us by the Postal Service (despite their

.

being sent "address correction requested"). Their addresses were verified as being

incorrect, however, with no definite "forwapding phone number" available, by the
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. EXHIBIT 2 '

RESULTS OF BONDEE SURVEY

“Total Number Unreachable* Possible Instmts. Misc.
in sample - Respondents Returned &
Cases -Pending Completed
MT 110s | 75 - 69 (92%) . 4 ‘ 2 (2.7%)
Still ] )
Bonded 82 22 (26.8%) 42%% 18 (22%)
Phase I 25 19 (76%) 1 4 (4%) 1+

182 102 45 24k 1***

K
* Instruments returned by Postal Service and/or no address available
from directory assistance. In a few cases, there are several listings

under the same name in a city. To contact these bondees would
require contacting every person in the city with the same name.

#* In these cases it has not been determined whether the bondee received
the questionaire. Instruments for the still bonded group were sent
care of employers and it is difficult to determine whether the
bondees actually réceived the instrument.

- .
" a#% Some information collected over telephone from a bondee who refused
to cooperate. :

159

c-11




telephone company's ‘'directory aséistance" %taff.*

Analysis of the 4 cowpleted instruments provides further indication thut the
Jresponse rate for a full-scale mailing would be lower:than the 4% encountered in
Phases I, II, and III, and that the returns would probably be atypical of the uni-
verse of bondees. Two of the 4 returns came from indiyidual% whoﬁ Phases- 1 und
II had indicated werg,still employed at the compény of their bonding pldgément;
thus Phase III instruments were mailed to these bondees in care of their empld?ers.
This fact indicates that the payoff for conducting Phases 1, II, and III for the
1s-of the bondees who—are no-Ionger bonded—or working at their
bonding placement, waé only 2 out of 84, representing a responsehrate of 2.4%. LIn
addition to this, the information provided by the 2 individuals who are still em-
ployed at their original bonding»placement is further limited iﬁ“ﬁsefulness since-~
by definition--these individuals could not provide any post-bonding information,
which is the basic purpose of the followup.

1t should also be noted that all 4 respondents were bonded in February,

*

*
1972 or later; this is considerably later than the average bondee °

A
4

¥

This suggests that the responsés received from a full-scale bondee survey bused
upon Phas;s I, II, and III would provide responseé which were heavily biaséd
towards more recent bondees, thereby limiting the usefulness of the information ob-
taiﬁed. J

No responses were obtained from the bondees in the sample wﬁen we had MTI-110

data, suggesting that the Phase I and I1 approach is even less effective than the

approuach discussed in Section 3.3.2 for these individuals.

* In some cases, directory ussistance was able to provide telephone numbers for
individuals with the same or similar names in larger cities, but therc was no
certainty that these were the same individuals.

** On-going analysis of the data provided by the McLaughlin monthly printouts has

provided preliminary indications that the median time of bonding was in 1971,
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3.3.4 The "Still Bonded" Bondees

During Phase III, instruments were mailed to 82 individuals who were listed in
the.most recent printouts as being still bonded. This permitted us to send the.
~instruments to bondees in care of their employers. Eightéen of these bondees com-
pleted and returned their instrument;,‘representing a f;sponse rate of approximately
22%. Seventeen instruments were returned by the U.S. Postal Service as ''undeliver-
able'" or '"no longer there', suggesting that the businesses involved were either in-

correctly listed on the printouts or were no longer in operation. A total of 4 in-

- struments were returned blank, indicating a bondee disinclination to provide the

ecded—iqformatiuu.

The response rate of about 6ne in five/bondees in this groupsuggests that a ‘
significant proportion of bondees whom we can track down are willing to complete
mailed instruments if they receive them. However,the fact that these individuals
are all still participating in the program means that if ''still bonéed" bondees
are the only ones who can be located, it will not be possible to provide data con-
cerning the key questions involving bondee followup as set forth in the research
design, i.e. questions concerning the post-pfacement employment history and post-
placement involvement iﬂ the criminal justiceksystem. In other words, "still
bonded” bondees would provide an importantxsupplemeni to data co}lected from otﬁer
program participants, but are not a sufficient source of followup information to
meet the objectiwes of the research design if employed as the sole bondee survey group.
Moreover,;there re some indications of a strong response bias among the
"still bonded" respondents. Comparison of the demographic data for the "still
bonded'" respondents with MT-110 dat? for the first 689 program participants* suggests
that the former group is considerably older than the latter, and cohtains consider-

cbly fewer minority group members.

*"Statistics:U.S.¢Department of Labor Bonding Project, FY67-68'", Data Processing
Academy, South Carolina Department of Corrections, (1969).
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3.3.5 Additional Problems Encountered 7
Apért'from the results of the specific Phase I, II and 1II bondee followup
' pre-test, as discussed above, there are a number of broader cpnsideratioAs which

must be taken in;o account when decisions are made concerning the feasibility und
advisability ofhconducting further bondee survey activitiy. The most important of
these are the strong overall response biases which appear to result from all of‘the
%urvey procedures.* As is indicated in Exhibit 3, this bias appears‘fo be most
strong with respect to bondee educational level. Respondents in all our surveys
appear to have a con51derab1y higher educational level than those bondees for WL9h

the Depurtment has collected and analyzed MI-110 data. Survey respondents lave

reported an average of 13 years of education; thlS flgure can be compared with a re-
ported mean of 10.6 years of education reported for the first 689 bondees.** In
addition, our respondents appear to be coming disproportlonately from among bondees
who are white and female than the reported’ mean.

A second important issue is the strong feelipgs e#pressed by a number of
bondees contacted that they resented the 'intrusion" of a followup survey so long
after thelr participation in the bonding program. For these bondees, their previous
¢riminal record, and the partltlpatlon in the program which symbollzed that record
were something they wished to put:behind them. 1In one case, an individual had

changed his name and moved to ajyé% location in an effort to "start a new life";

* As indicated above, onc can only estimate response bias because of the lack of
information concerning the universe of bondees. (This problem would not have
existed had there been MI-110 forms on all bondees; but in the absence of the
data from these forms, one can only make extrapolatlons from data on those bondees
for whom forms are available.)

*
"Statistics: U.D. Department of Labor, FY 67-68," Data Processihg Academy
- South Carolina Department of Corrections, (1969).
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EXHIBIT 3

INDICA’I’OﬁS OF RESPONSE BIAS IN BONDEE SURVEY |
- RACE
Phase 11} Respondents* 67-68 Report**
(N = 25) (N = 689) o
N ¥
No. % " No. %
Unknown | 0 0. | 26 3.8
White 19 76 | | a3 62.7
__Nomwhite| 6 | 2¢ | | 21 | 335 -
Totals 25 100 689 . 100.0
SEX
No. % No. %
Unknown 0 0 11 1.6
Female 4 16 68 9.9 .
Male 21 84 610 "-| 88.5
Totals 25 100 689 100.0
EDUCATION
Phase 1II Respondents: 13 years )
67 - 68 Sample: 10.6 years
*Mail Survey of 257 Bondees, conducted by Contract Research Corp@rdtion
**USpOL Bonding Project, FY 67-68, Statistics, Data Processing
Academy, $.C. Dept. of Corrections, Columbia, S.C. (1969)
No current information on Bondees is available.




.

-

this individual felt that tracking him down represented an unwarranted intrusion

upon his privacy. Similar strong feelings concerning the unappropriateness of

followup actjvifies at this time were communicated to Contract Research Corporation

staff by a number of other bondees as well. ) ﬁ 7

5.4 Conclusions o - :
Analysis of the bondee survey pre-test results strongly suggests that con-

tinued bondee survey activitiés would be inappropfiate. Based upon theseffesulxa

there is no feasible way to locate the majority of the part161pants in the bonding

program and to obtain useful followup data from them. There is virtually no way in

which the MT-110 bondees--the partiexpants in the Trainec Placement Assistance
Denonstration Projects--could be contacted, short of the elaborate and expensive pro-
cedures discussed in the literature sucb as‘persoﬁally contscfing férmer neighbors
and proprietors of shops which program ﬁarticipants had presumably frequented.

The combined Fhases 1, 1I, and IIT procedures represent a highly time-consum-

ing and expensive set of activities; the results of the pre-test indicﬁfﬁ”that fur-

ther expenditure of time and resources on such act%x}ties would be unproducti?é and
unjustified. |

The *"'still bonded" group appears to offer the most "reachable'" set of program
participants, but there is no way to collect post-bonding employment histories or
criminal justice experiences from this group which cannot therefore serve as the
sole source of bondee followup information. Furthermore, there is some evidence that
the "“still bonded" respondents are atypical of the overall bendee“p@pu}atian.

The results of the pre-test therefore indicate thqt it would be virtually
impossible to locate and collect data from a representative sample of bondecs as
discussed in the "Rescarch Design for An Analysis of the Federal Bonding Program";
and that the cxpected limited results of a muiling to all bondecs (which would tivelve

L.
replication of Phases I, II, and 111) do not justify the major effort involved.

_In addition, it should be noted that the employer followup survey described in
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Section 2 above should provide some information congerning the post-placcment ex-

perience of bondees. ' This fact still further. reduces the advisability of conducting

bondee followup activity to obtain the same data.

~

In short, it appears to.be futile to implement followup activities after

g

the fact, when no provisions were made in the bonding program desién to collect
‘ -

even the home addresses of program participants. If the Department of lLabor wishes

s

to collect such information, it would be possible to begin a longitudinal study at
this time by selecting (a sample of) current bondees; by informing them of the
desire to conduct followup (%his is an important step); and then by proceeding to

contact them at periodic intervals. This activity is, however, beyond the scope of

©
o

the current study.

/S~ .
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ADDENDUM TO
™ ANALYSIS OF THE FEDERAL BONDING PROGRAM:

REPORT ON EMPLOYER AND BONDEE SURVEY PRE-TESTS

! : . Background .

TherhAna}ysis of the Federal Bonding Program: Report on Employer.
and Bondee Survey Pre-Tests" was submitted to the Department of Labor
in March, 1975. iThat report reached the foilowing conclusions:

e. Both the positive response rate and the apparent absence of
problems with the instrument suggest that it is feasible
to proceed with the employer follow-up survey.’

e Analysis of the bondee survey pre-test results strongly suggests
that continued bondee survey activities would be inappropriate...
(given the unavailability) of home addresses of program ~
participants. : :

Subsequent Activities : . 1

As indicated in the first conclusion, employer follow-up activities

[ 4

were carried out. The responses to the employer follow-up survey are

reported in Section 3.2 of this report. The survey is described in

greater detail in Update of Employer Survey Data in Appendix C.

Subsequent to the submission of the "Report on Employer and Bondee -

Survey'P}e-Tests“, MT-110 forms--and hence home addresses--becime available

for (virtuall;) all I1linois bondees. As a result of this, after consul-

.
tation with the Project Officer, Contract Research Corporation initiated a .
bondee follow-up mail survey directed -to all Illinois bondees for whom®legible
and complete addresses were pos;ible. At the same time, an identical mailiné\
was sent to any other bondees for whom iegible and complete home addresses
were also available. )

The results of the bondee follow-up survey are discussed, in Section 3.4

of this report. The details of the survey are prgsenfed in '"Update on -Bondee

Fol}yﬁiup" in Appendix D. )
-\‘l ‘ ‘ _1 OG
ERIC - o c-18

IToxt Provided by ERI




3

UPDATE ON EMPLOYER SURVEY DATA

A thorough and germane analysis of employer follow-up data is constrained

by several areas of weakness in the data available. Instruments were mailied

-

to 312 employers: Of these 312, 63 were retufned. This represents a return
rate of approximately 20:2 %. One-fifth of a random sample of 312 does not
allo;,for drawing general conclusions about the sample. However, this problem
is further aggravated by two factors:

e Of the 63 respondents, only 49 indicated that they use fidelity
bonding, and

e Of the 49 who carry such insurance, 35 indicated that they had hired
bondees through the Federal Bonding Program .

- Thus, the bulk of information gathered from employers is based on the responses

- ’ /
of. the 35 who responded positively regarding their participation in the program.

AF¥though it is 1mp0551b1e to determine exactly hy the useable response

rate was so low, several .-likely contrlbutlng factors can be 1dent1f1ed
e There had been a lapse of five years or more in some cases, between
involvement in* the bonding program and receipt of the follow-up instrument.
Many businesses had moved or closed during this time (were returned
by the post office).

e Often, the individual responsible for completing the questionnaire
-apparently did not have sufficient knowledge regarding company
policies. (This is supported by the fact that many questionnaires
were marked ''don't know" to basic questions regarding the firm's
use of bonding.)

- @

The combined responses of the 35 participating employers are also of

questionable value in drawing general conclusions. Several possible biases

-

exist:

e The employers who returned completed questionnaires could
represent disproportionately those who were satisfied with
the performance of the Federal Bonding Program bondees.

e Since so few of the 35 respondents had submitted claims, it N

is apparent that those who did are not represented. It is not
possible to tell whether those employers who did submit large claims .
‘were less or more satisfied than respondents were. ’
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In addition, the employer follow-up instrument is weak in some areas,

although it was pre-tested.

s

These employers could represent only the most stable businesses
and thus perhaps those most likely to have kept records and to have
been aware of their participation in the program.

Employers who misused the Bonding Program by requiring bonding only
for the participants because it was at no cost may not be represented
by respondents. ) ,

%

Y

The skip pattern instructs respondents who did not participate in the
Federal Bonding Program to skip to the end of the instrument. How-
ever, it would be interesting to compare the use of the Employment
Service by these employers to that by others.

Although the use of ranges is useful in establishing the size of
the firm and the number of bondees hired, a more accurate picture,
or at least a closed total range ¥s desirable.

The charts on page 5 of the instrument were intended-to gather infor-
mation regarding-the tenure of each bondee as well as any arrangements
which were made when coverage under the program was terminated.
However, apparently many employers did not understand the chart and/

or found it too cumbersome. Fewer than half of the 35-employers.filled
out the chart completely and correctly.

However, in spite of these obvious inadequacies in'employer data, the data

collection process and its results provide some useful ‘insights. This is

the first attempt which was made to Collect this type of data; thus any trends, .

even if not conclusive, are helpful in gaining an understanding of the Federal

Bonding Program process and impact. In addition, the low response rate points

out possible characteristics of the program. It is po;sibie that Employment -

Service administrators and client service staff utilized the Program without . -

actually infqrminguthe bondee or the employer about the substance of the pro-

gram. Thus, many employers may have had only a wvague idea about how the pro-

gram bondees were actually insured. ‘e .

B
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1.0 Overview .
The key to any follow-up study of the Federal Bonding Program is, of

course, the extent to which one can loc¢ate and obtain valid information froﬁ
bondees. The MI-110 forms provide add;csses for bondees, but almost no forms
for individuals bonded after 1969 are now available (see "Initial Conclusions
Drawn From Available Data" for details). Thus, the only available information on
%ondee addresses for those bonded after 1969 (more than 2/3 of the total numter of“
bondees) would be from employers. “Oh the basis of tﬂis limited s;urcg, it was
not clear whether a sufficiently large éhd representative samﬁle’of bondees
could be contacted and induced to cboperatg. To explore this question before
launching a -possibly fruitless and costly full-scale follow-up study, it was
decided to carry out a small-scale pre-test.' |

- To be useful, such a pre-test must be identical to the full-scale“survey
UinHall relevant fespects except size. The pre-test must include a protocol by
which location of bondees is to be attempted, and an instrument for obtaining
information once they have been located. Since intérﬁieding bondees depends on
first locating them, hq!eyer,.it is reasonable to begin by pre-testing the search
procedure, and then proceeding on the basis ‘of the results obtained. ‘

The available search options are severely limited by th; budget constraints

of this study.f gailed questionnaires and telephone interviews appear to be the
only pragtica}‘ﬁeanS“of contacting all employers. Questionnaifés were therefore
mailed to émployers {PhasewI) and to follow up to non-responses made by telephone
(Phase ;I).‘ :
) The prettest'target'population included the employers of 100 bondees from

* : - *
Massachusetts, Connecticut, and New York City.

* ) » @
Detailed procedures employed in the pre-test are included as Attachment A.
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It was felt that 100 would prpvide sufficiently reliable results at a

reasonable cost. The three locations provide some geographical variation,

while their closeness to Boston will facilitate any in-depth investigation
which might“ be desirable. Moreover, there seems no reason to suspect that
these regions differ from others in t‘emsr of how cooperative or knowledgeable
an employer is likely to be. The results of these phases of the pre-test are

presented in the following sections. The &&L\Section of this paper contains

an analysis of these results and their implications for future bondee follow-up

activities. -




2.0 Phase_I: Mail Follow-Up

As shown in Tables B-1 and B-2, the mailings to the employers of 100 bondees
yielded a maximum of eleven bondee addresSes. Ten addresses were provided directly
by the employér. In”another case, the employer refused to provide the address, -
but indicated that fhe bondee was still in his employ and that an instrument
could be sent to the bondee, care of the employer. .

The phrase "maximum of eleven bondee addresses’ is used in the above para-
graph, because the addresses reﬁresent the "last known address'" for the bondee
as provided by the employer. It will not be possible to determine how many

bondees can still be located at these addresses without further follow-up.

TABLE B-1
1
REGION: RESULTS OF MAILING
RESULT “Mass. Connecticut N.Y.C. - TOTAL
Employer ‘ j
Out of 3 0 8 11
Business P 3 0 8 11
12 6 15 33
No Response 17 6 ‘ 44 67
'afmployer '
314 7 6 17
Response s 9, 8 22
Total 19 13 R b 61 7,
: _ 25 15 60 ’ . 100

1 The number in the upper left represents emplSyers. The numbers in the lower
right represent bondees employed by those employers.

.2 Post Office returned instruments marked 'addressee unknown'" or ''not forwardable."

- 3For details, see Tablé B-2.
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TABLE B-2 h
MAIL mssporqsxss1

REGION:
CRESULT =~ Mass. Conn. N.Y.C. TOTAL
Address .
Provided 2 ] 1 ‘ 7 10
Address ‘ z 2 )
Unknown by 3 7 . 0 ‘ 10
Employer 3
Bondee |
Unknown by 2
Employer 0 1. !
Total 5 9 v 8 22

1 Numbers represent bondees

2 One bondee :still employed

, 5 This may also include some refusals to cooperate .

At the other extreme, the mail pre-test produced twenty-two 'dead-ends,"
situations in which there was no address obtained, and no further clues for
further investigation. Eleven of 61 employers were out of‘business, leaving
virtually no way to retrieve their personnel récords. Two of the employers
reported having no record of ever having employed the bondees whose names we

provided. Employers of eight bondees confirmed that they had employed the given

-~
3
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bondees, but indicated that they were no longer employed and they had left

no forwarding addresses. Finally, the employer of two bondees indicated that
it was combany policy not to reveal employee home addresses. As indicated above,
one of these bondees was still employed and therefore (preéumably) reachable,
care of the employer; the other bondee was not, leaving another siéuation in
which it would be iﬁpossible to learn where the bondee now lives.

In short, of the 100 bondees, potential addresses were available for 11;
dead~;nds were reached for 22. There remained 67 bondees WhOsédemployeré had
not responded'to the ﬁail survey. Phase II of the pre-test Qas designed to

gain information concerning the addresses of these 67 bondees.

“




3.0 Telephone Follow-Up N

Eleven days after the initial mailing, telephone follow-up wae initiated
with those employers who had not yet returned the survey instruﬁents. TeléPhone
follow-up was conducted for three days, from‘ZS;November through 27 November.
The results of the telephone follow-up: (Phase II) are summarized in Tables B-3

and B-4 below.

TABLE B-3

TELEPHONE RESULTS!

REGION:

RESULT Mass. Connecticut N.Y.C. TOTAL
Employer 2 1 1 4
Unreachable” _

‘ 2 1 21 24
Employer 10 1 ‘ 0 1

Refused | .

Cooggrate , 0 1 0 . i‘
Employer 6 43 o 18

Provided ;
Information® 5 _ 5 13 22

o 4 1 ¢t 114

Outcome “

Pending 9 1 10 | 20

12 6 154 34

Total :

17 6 44 67

'Y
1 The number in the upper left represents employers.
The number in the lower right represents bondees.

2 Presumed out of business : Q

3 For details, see Table B-4

4 The number of employers contacted in New York City is 15. Ime employer appears .
© in two cells: he provided information on two bondees, but information on four
more¢ of his bondees is still pending.
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TABLE B-4

TELEPHONE RESPONSES! | _ ~
REGION: .
)
RESULT Mass. Connecticut N.Y.C. " TOTAL
Address 2 :
Provided 2 ] 2 7 11
. Address . .
Unknown by 3 0 1 - 4
Employer ’
Bondee :
Unknown by 1 1 5 ) 7
Employer3 L
Total 6 3 13 22

1 The totals in this table represent the bondees for all employers
who were reached and cooperative.

¢ 2 The totals in this row include three bondees still eﬁployed.

Mail sent to them will be forwarded through their employers.

3 This may also include some refusals to cooperate.

>

As is shown in the table, telephone follow-up was initiated for the

- »
employers. of 67 of the 100 bondees in our sample, a total of 33 employers.

This procedure yielded a maximum of eleven more addresses, although the employers

-

»
See-footnote (4) under Table B-3, page 6.

b7
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of 20 bondees indicated on the telephone that they were ‘reviewing their per-

sonnel recérds, and would either call us back and/orrmail back the survey
instrument, once the information was available.* ’

On the negative side, the telephone pre-test turned up 36 additional dead-
ends. Attempts to reach employers on ;he telephone indicated that an additional
four of them were out of business, yielding no further guidance on locating 24
bondees. Despite the fact that our mailings and telephone calls were based on
the McLaughlin print-outs, employers of seven of the bondees reported that tﬂey
had no record of havxng employed the individuals we specified. In four more
cases, employers reported that they had once employed the bondees but no longer
did so, and they had no idea where the bondees might now be found. Finally,
one employer reported some negative experience with h;s bondee, and refused to
cooperate with our study.

To recapitulate, thé second phase of the pre-test yielded eleven additional
possible addresses, and 36 dead-ends. The employers of twenty additional bondees

promised to cooperate, but had not yet done so, more than three weeks after the

initial mailing. l

Once these figures are available, an updating of the pre-test results
will be provided to the Project Officer. .




| obtained from 4 3 11 18

% , . ’

4.0 Combined Resulfﬁ

The combined results of the firstitwo phases of the pre-test are;sﬁmmarized

in Table B-5 below. As is shown in the table, the combined mailing and telephone
appfoach yielded ppossible addresses for 18 of the 80 bondees, with responses for
Nt ! 7

ndees promised By employers, but not yet received.

/ TABLE B-5 -,

SUMMARY OF INFORMATION
OBTAINED FROM EMPLOYERS.
REGION:

RESULT , Mass. Connecticut .  N.Y.C. TOTAL

Bondee . : o ' : :
Unknown by -1 2 6 9
Employer '

Address

] er
\M\
Bondee

Accessible
Through
Employer

¥
o

Employer ) o
Presumed S : 1 ' . 29 35
Out of Business \\\ -

" Outcome T V\\:iiﬁ |
‘Pending 9 “ 31 10 ’ 20

Address ‘ , _
Unknown by 6 ) 1 13
Employer

Employer Re-
fused Cooperation

Total I | 15 60 100

. R .

Numbers refer to bondees ) - *
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5.0 Analysis of Results and Implications

- »
L4

5.1 Analysis
u . LN -
The 18 addresses of former bondees which were obtained as a result of
the first two phases .of the pre-test represent a maximum number ?f»bongees
pétentially accessible through the approach described above. ThL ;ightéeﬁ\\\xi\
bondees for whom a&dresse; are Qvailable appear to be roughly representative
of the total bondee popdlatibn on currently d;ailable measures. The average
time of bonding for the 18 was about seven months later than the average for
theilOO in our sample (mid-1971 versus early 1971). Similarly, the average
level of coverage for the/18 was siigﬁtiy higher (14.8 units versus 13.7).
It is not possible to say whether the addition df telephone follow-ups
(Phase II) to the initial mailing (Phase I) added to the representétiveness
of the resulting sample. While this procedure increased the representative-
ness with respect to level of coverage, it did not do sq\gi%h respect to.
year of bonding. .

. F;r purposes of further analysis,/tRKe 100 bondees in our overall sample
were subdivided into three gro;ps: those for whom we already had some
addfeé;qs'(i,e. those for whom MT-110 forms were available), those wﬂ; ;ere
presumably reachable becauge they were still bonded as of last July (and
could therefore be reached at their current employers) and all others, Based °

g >—;;;; fﬁe McLaughlin print-outs, there were 16 individuals in ourysamgle who

were still bonded; 12 ¥or whom we ha\;;a MT-116" forms‘; and 72 others.

Home addresses for bondees wefe provided by embloyers of three of the

sixteen bondees listed as sii:Zfbonded in the July print-out. (Several of u

bondees no longer worked for them, a fact

-

the employers reported‘fhat

which has been born out in many cases, by ross-reﬁe;:gging the results with

@
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more recent print-outs.) /‘,

-

Home addresses were provided by employers of only one of the twelve
bondees for whom we had MT-110 forms. (The one addrees was the same as was
provided onathe MT-110 form.) | . . '

As might be expected, neither the '"still employed" nor the "MT-IIQ"Q
bthdees wetre representative of the total bondee population in our-sample.

Those still employed were bonded considerabiy more recentiy than the typical
bondee; those for who; MT-110's are availahle were bonded considerably earlier.
The level of coverage of those listed as still bonded is: considerably h1gher
than the average; the-level for those for whom,MI—I{O data is available is

*
somewhat. lower than the average.

»

5.2 Implications

. R -

As indicated above, the 18 bondee; for whom addresses are availéble Te-

present the maximum number which are accessible using the mailed instrument and

-

telephone follow-up approach. It is:by no ‘means clear, however, whether any of

~ the bondees are now at the addresses provided by the employers and whether any

& o

of,fhem who are access1b1e would respond to a mailed instrument W1thout any
12

'bf1nanc1al or other 1ncent1ve to do so.

“

In order to gain additional insights into the accessibility of bondees and
probable response rates, -it will therefore be:negessary to conduct a third phase
of the pre-test. This will- involve developihg a survgy instrument and mailing

it to available addresses, for bondees. In particular, instruments will be

sent to -the three subsets of bondees:

e Those bondees for whom addresses become available through Phases I
and II of the pre-test

e A five percent sample of those: bondees who are still being bonded
according to the most recent print-outs

e A five percent sample of those bonde®s for whom home addresses are
available through MT-110 forms.

D-11

4




A \

The group of 18 bondees fo; whom addresses were obtained through Phases
I and II of the pre-test-is too small to make generalizations coﬁcerﬁing
accessibility and/or response rate. But the conduct of Phase IIT will repre-
sent the completion of the process which apbears most feasible in whole or
in part-- for the conduct of a follow-up of more than 6000 bondees. It will
therefore be instructive to determine the representativeness of those responding
as compared with the original group offloo'bondees.

. Beyond ‘this, Phasg III will provide c;mparative information concerning the
accessibility of the "still bonded" and '""MT-110" subgroups of bondees. Tpe
fate of r;turn for instruments sent to those who are still bonded (care df‘
their current employer) can then be compared with a maximum rate of return of
three of sixteen addresses provided by employers. Similarly, the rate of
return for the Mf—llo bondees can be compared with the oneﬂéf twelve addresses
provided tﬂrough;Phases I and II for this group,

Taken together the "Phase I and II', '"still bonded,'" and '"MT-110" sub-
groups should also provide information concérning the probable rate of r;turn,
expressed as a bercentage of thqsc:bondees for whom addresses are available.

In other words, by sending mail "address correction requested' it will be

possible to.divide all of the recipients of Phase III mailings into three groups:

those who are not accéssible ( and thus have their mail returned to Contract

Research Corporat1on), those who receive the mail but do not choose to respond
(presumed to be the case when neither the mail nor the return envelope is

received), and those who do respond. Analysis of the relative proportions of :

‘these three groups, and further consideration of the representativeness of the

bondees in each of them should provide the necessary data to make the decisions

_concerning the structuring of the Pondee follow-up activities.

182
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Attachment A

ﬁetaiied Procedures for Bondee Pre-test: Phases I § II

. ) ‘ ’.

1.0 Selection of Jurisdiction

As indicated above, Massachusetts, Connecticut and New York Cit& were
selected for the pre-test because they provi&ed some geographic variation while
being close enough to Boston to‘facilitafe aﬁy in-depth investigation which
pight be desirable. Additional jurisdictions which met these criteria (i.e.
tﬁe bther NewAEnglaﬁ& States) included such small numbérs of b;ndees that /
their inclusion in the pre-test would have” "used up" a significan£ portion 6;

the total bondee pool in those jurisdictions. They were therefore excluded

from our sample.

-

2.0 Selection of Bondees within Jurisdictions

Bondees were chosen through a proportionate stratified sampling technique*

o

as is described below. In order to insure that the number of bondees in the
sample was proportionate to the number of bondees in that jurisdiction, the
following steps were taken:

1. The total number of bondees in each jurisdiction was determined
through review of the McLaughlin print-outs for December, 1969
(for all those bonded prior to that time) and July, 1974 (for all
of those bonded since that time).

2. Quotas for each of the three jurisdictions were determined by
dividing the sum of the bondees in all three jurisdictions into
the number to be included in our sample, and applying that re-
sulting fraction to the total number of bondees in each juris-
diction who were bonded before and after December 1969 respectively.

3. Bondees were then selected within each jurisdiction according to a
random rumber table until the number of bondees reached the required
total.

* For a fuller description of this technique, see ''Selection of the
Sample'" by Leslie Kish, in Festinger and Katz, Research Methods in the
Behavioral Sciences, 1966.
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3.0 'Deternination of Employer Addresses
| Addresses for the employers of individuals bonded prior to December, 1969
were included 1n the McLauzh11n print-outs. Addresses for other employers

' were mot available on the post-1969 print-outs and were obtained from tele-

phone books (the latest aﬁ&iiable in the Kirstein Business Branch.of the -

Boston Public Library which had complete telephoﬁe books for the three juris-
dictions), ; ' ’ ..
‘ ) “ .

4.0 ﬁeplacements of the Sample

Of the 50 post-1969 employers, no telephone listings were discovered for
four of them. Subsequent follow-up with’ d1rectory assistance, State Employ-
ment Services, and town clerks provided no information about these four em-
ployers. Therefore, in order to keep the base of 100 bondees fof whom instru- -
ments were mailed, tHe four employers were replaced oy individuals within the

same States.

5.0 Mailing to Employers

Survey instruments were mailed to employers at the addresses which we
had determined on November 13, 1974.* Copies of the instruments are included -
on the following pages. ‘

As is indicated, for the majority of employers, letters were personalized
through individual signatures by the Project Director. In cases where one
employer had three or more bondees, additional procedures were employed to
increase the likelihood of response. Thus, for these employers, a separate

. > L . :
letter was prepared including an inside address and the number of bondees for

whom a response was required.

L

* For 3 bondees (1 from NYC; 2 from Conn.), we sent out more than one letter
to employers.because there was not one main office for the company, and
we therefore sent letters to each local office.
Q _ ’ .
EMC . & R 18 1
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CONTRACT RESEARCH CORPORATION ‘ “

¥ - 28 FLANDERS ROAD
BELMONT. MASSACHUSETTS 02178
TaLErnang (817) 489-3190

&

P, 0. BOX 12233, NORTHSIDE STATION -
LATLANTA, GEZORSGIA 30308 »
TRLEPHONE (404) 387.-3087

1088 CONNFCTICUT AVE. N. W
WASHINGTON. D. cia 20038
TeLarrone (202) 833.3130

o - el .

S November 1974

Déar Sir oxr Madam:

Our research firm is currently under contract to perform a study of the
benefits resulting from the Federal Bonding Program. As you recall, this is
the federally sponsored program which enables you to hire and bond an indi- Ty -
vidual- who is not normally considered eligible for bonding. - .

i The results of our study may help in providing add1t1ona1 assistance
“ to employers and job scekers 1n-cases where problems of bonding eligibility
arise.

In order for us to do as complete and thorough a job as possible, we
need the help of both employers of bondees and of those who are bonded them-.
selves. We would therefore appreciate it if you would complete the attached
short questionnaire and mail it back to us in the enclosed envelope. We -
have already paid the postage. No information about individual bondees or
employers will be released without their explicit agreement.

" If you have any questions about this request, please do not hesitate to
call or write me.

Thank you very much for your help.
’
Sincerely,

Lawrence Neil Bailis, Ph.D.
. Project Director
LNB:wta “ .
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CONTRACT RESEARCH CORPORATION,
: . 25 FLANDERS ROAD
: SELMONT. MASSACHUSETTS 02178
TeLErsHONE (817) 489-31890

P, 0. BOX 12233. NORTHSIDE S'I’A‘fldﬂ 1028 CONNICTICUT'“ AVE. N W
ATLANTA. SEORGIA 30303 WASHINGTON. D. C. 20038
© TRLEPHONE (404) 387-3087 . i TeLEPHONE (202) 833.3150

BONDEE ADDRESS FORM

The information on this form will be employed in an effort to contact
all participants and former participants in the Federal Bonding Program.

> All such information will be kept confidential by Contract Research Corpora-
tion. Thank you very much for your cooperation with this important study.
oy
1. Did ___ “ ever work for you?

(IF NO, NO FURTHER QUESTIONS NEED BE ANSWERED)

Z. 1s this persor; currently employed by you?

(IF YES, ANSWER QUESTIONS 3 AND 4, IF NO, PLEASE
ANSWER QUESTIONS 5, 6, 7 and 8)

3. What is his or hex_current home address? - -

e

.

4. What is his or her current telephone number? N

5. When did this person leave your employ?

6. Do you have the name and address of this person's.
current employer?

i

7. Do you know a mailing address where he or she can
“ecurrently be reached?

=
[

Fau—,

<

EKC Form number

Aruitoxt provided by Eic:




Contract Research Corporation
Bondee Address Form, page 2

. 8. Can you provide any other information which might bé helpful in’
- locating this person?

Form number

- 18%- -
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6.0 Telephone Follow-up

Telephone follow-upfbfqp,p;oYefs who had not yet responded by November 25
through 27 were initiated, with Contract Research Corporation staff employing$
the telephone interview guide included below.
felephone numbers for the employers of post-1969 employers were obtained

at the same time as the addresses. Telephd%e numbers for pre-1969 non-respond-

ing*employers were obtained from directory ‘assistance.

+




Script for Telephone Interviews

1) . Locate personnel manager and identify myself.

.. Carol Miller of Contract Research«éprporation
. Conducting a study of the federal bonding program

2) Ask if the questionnaire was received,
a) if it was received: .

.. has it been filled out and returned to us?

. if it has not been filled out, would s/he mind if I*asked a few .
questions over the phone?

. if they do not mind answering the questions, proceed with the’ ’
interview on the attached page (A).

. if they do not wish to answer the questions over the telephone,

encourage them to take the time to fill out the questlonnazre
and return it to us. .

»
-

b) if the questionnaire was not received: get correct address.

. . briefly exp1a1n the need for this information, as on page (B).
. ask if s/he would mind answering the questzons over the phone.
. if they do not mind "answering the questions, proceed with
attachment A,
. if they do mind answering over the phone, tell them another
questionnaire will be sent to the correct address; encourage
them to fill it out and return it to us promptly. =

| 189 .
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Form number . , TELEPHONE INTERVIEW - Page (A)

L3
.

BONDEE ADDRESS FORM ‘ .

. The information on this form will be employed in an effort to contact
all participants and former participants in the Federal Bonding Program.

All such information will be kept confidential by Contract Research Corpora-~
tion. Thank you very much for your cooperation with this important study.

i 1. Did " ‘ ever work for y;u?
" (IF NQ, NO FURTHER: QUESTIONS NEED BE ANSWERED)
N ) 2. 1s this person CUrféntly émployéa'by1§6a?' . ~: LT , .
(IF YES, ANSWER QUESTIONS 3 AND 4;, IF NO, PLEASE ) ¢

"ANSWER QUESTIONS 5, 6, 7 and 8)

3. .What is. his or her current home address? 7 ; wg

4. Hhit is his or her current telephone number? * .

P . [ .
] “ 5

5. When did this person leave your employ?

e 4 ©

. 6. Do you have the name and address of this person's
current employer? '

e

@ ) “.;\‘

%a
-

7. Do you know a mailing address where he or she can
currently be reached? ) : ) \

[

.

5

8. Can you provide any other.information which might be‘helpfél.in
locating this person? c - ’

L]
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TBLEPHONE INTERVIEW - Page (B)
" Explanation of the Bonding Program.

s *

Our research. firm is currently under contract to performaa study of the
.benefits ‘resulting from the Federal Bonding Program. This is the federally
sptnsored program which enables you to hire and bond an individual who is not
normally considered elig;ble for bonding. - .

. The results of our study will help in providing additional assistance to
employers and job seekers in cases where probIems of bonding eligibility arise.

" In order for us to do as complete and thorough a job as possible, we need
= your help to provide us with information about bondees that were employed by
you. , .

N “ 4 ' L .

_ (Continue interview with bondee eddress form.) .

L




. UPDATE ON BONDEE SURVEY

The decision to initiate a large-scale bondee follow-up mailing

{referred to as Phase IV of the-bonding follow-up) resulted in the f@liqwing

s . \
activities: .
® A complete revision of the instrument
' ;£ A L w \
e A modification:to the cover letter . ‘ . '
. e Sending the instrument to all Illinois progrum participants for whom
MI-110 forms were available - with legible addresses
e Sending the instrument to other (non-11linois) program participunts
for whom MT-110 forms were availuble - with legible addresves
The results of these act;viiies were: | . .
° A'Oneapage instrument which focussed on the job characteristics of »
¢ the bonded job und of the bondees' current or most recent job (if y
’ different) and the bondees' estimate of the program's benefits. )
. {5ee Appundxx E for copy of the instrument.) )
> : p .
e A ‘cover lctter which attempted to identify the plO&rdm well enough te
. ‘ s.st the bondees' recollection of participation. - s
e Mailings to 473 ‘program parficipant% frcm'Illinoi;, 1There was a
*

. totgl of 542 MT-110 foims, sixty-nine of which had incomplete or - .

¢ illegible addresses). The.I1linojs MI'-110 formy huve been completed
continuously threughcut the program (196t- 10 i Consequently many
uddreqse ‘were fairly surrent.

&> " . @

e Mailings to approximately 130@ other bondees who had paitnu1pated in -
“ the program prior to 1971, "MT-110 forms were partially avatlable
for non-I1linois participants from various atatea,up through 1970,
‘( © o Fora a move complete breakdown of the.diStribution, - see pagei 10<12
in Appendix A. . . , ‘

o Completed forms were received from 19 [1linois hondces aiid 55 other
bondecs.  The total completed gquestiomnsires was 74, © A numbor of these

o (27) Yeompleted” responses come from individuals who said they had .
: } not participated in the. program (22) or Jid not hnow that they hdd
. partLulpatéd (J) g

o Post office returns fthat is, instruments returned by the post office
i hedial

because no forwarding address was availlable) totulled 1272; 214 txum
IlllﬂDlS and 1058 for all other Jtate».* g .

»
-

e ‘' The uomb1ned total of completed 4n.trument. and post, office returns

B was 1346 Whiuh iidiciytey thdt whiowt’ 403 Tnstramonts iy have e
E ' " ' > , T
3 - - - .
E > » N
o .
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reached the addressees but were not returned. It is likely that u
‘larger proportion of those which may have been received but not re-
turned were in Illinois since many of the addresses were relatively
ct}xrent when” compared to the more general (non-Illinois) mailing.

*

SUMMARY OF BONDEE FOLLOW-UP
INSTRUMENTS RETURNED

@

»

COMPLETED
TOTAL INSTRUMENTS ~ POST OFFICE
SOURCE MA1LED RETURNED RETURNS
I1linois 473 19 \ 214
~ Other 1366 | 55 1058
Total 1839 73 1272
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FEDERAL BONDING PROGRAM STUDY
EMPLOYER QUESTIONNAIRE

1. Please circle the fiumber which best describes the nature of your firm's
business. - ' - :
‘1
1. Transportation(TruckingQ& Warehousing) 16. Eating and Drinking Place
2. Construction(Building) > 17, Printing, Publishing and

. Related Industries
3. Construction(Other than Building)
W 18. Banking, Credit Agencies
4, Manufacturing(Food Products) )
- 19. Insurance
5. Manufacturing(Fabricated Metal Products)
’ : 20. Real Estate
6. Manufacturing(Electrical Equipment)
! 4 21. Hotel, Motel, Inn

7. Manufacturing(Machinery, not Electrical) ‘

22. Laundry and Cleaning Service

8. Manufacturing(Other ’ )
Specity 23. Business Services(e.g. Temporary
Help)

9. Wholesale Trade ‘ .

—- 24. Hospital, Clinic, Other
10. Retail Trade(General Merchandise) Medical Service
11. Retail Trade(Food) 25. Repair Shop (Automobilé)
12. Retail Trade(Autos, Gas Service) 26. Repair Shop (Other

Specity
13. Retail Trade(Clothing & Accessories)
: 27. Federal, State, Local Government
14. Retail Trade(Furniture, Home Furnishings)
- 28. Other

15. Retail Trade(Other , ) Specify
. Specify —

2. How many people does your company employ? (If the company has several
branches or outlets please indicate the number working at your addressJ

Five or less 21 - 50 L__J

ﬂ? v sty

6 - 10 [:;} 51 or more ]

[ r"“]
11 - 20 Don't Know L

S
<o
of’
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3. How would you best describe the location of your business?

Inner City » Small Town
(Less than 10,000 population)
Suburban - Rural
4. Fidelity bonding is a form of insurance often taken out by employers to

guard against employee dishonesty.

Does your firm ever take out fideliiy bonding for any of its employees® |

Yes, Used To - No
- Yes, Still Does : * Don't Know
IF NO-OR DON'T KNOW, Skip to Item 28. ‘ ] ’
5. What proportion of your emp&oyees are usually covered by.any fidelity
bonding? . .
All B One
Most None
Some ) Don't Know
6. (a) What is the name of the agent or broker which handles your company's

fidelity bonding coverage?

Agent/Broker

Name

Address
(b) What insurance company does he represent? -

Insurance Company

Name
Address
7. How long has your firm been associated with this insurance company?
Less than 1 year . 4 to 6 years N
1l to 3 years ‘ ‘More than 6 years :::]

Don't Know




| i
4
i " -

! * .

¥

8. Which of the following types of fidelity bonding does your firm carry?

L

a) NAME or POSITION SCHEDULE only
(That is, special fidelity bonds for each employee or position,
e{g._cashier) :

b) BLANKET (That is, a single bond covering all employees requiring

bonding.)
c¢) BLANKET for most, NAME for one or more
'd) DON'T KNOW ‘ | : [::a
9. Standard fidelity agreements often exclude individuals known by emplmerc

@

to have '"committed dishonest or fraudulent acts.'

Have you or anyone from your company ever asked your insuror whether a
waiver of this exclusion could be granted in order to hire someone

and have him/her covered under your company' s normal bonding plan?

Yes | ] No ' Don't Know
IF NO or DON'T KNOW, Skip to Item 14.

10. Was this type of request made more than once?

No v 3-5 Times

Twice

More than 5 times

. 11." What was the response?

The insuror always agreed The insuror usually ‘refused [“i,

The insuror usually agreed The insuror always rﬂfu<nd [ I

IF the insuror ALWAYS OR USUALLY AGREED, Skip to Item 14,

12, What were the reasons for refgﬁhl* (More than one answer is possible. )
The individual proposed for bonding had a police record.

‘The individual proposed for bonding had a bad credit record.

‘:LL

Other. (Specify)

13. (a) When a waiver was not agreed to, did you request an individual
NAME Schedule Bond for the potential employee(s)?

Yes L No The insurance company
o W suggested it
198 @
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. The insuror always agreed

The insuror usually agreed

14. The following Items (Numbers 14 through 27) are related to a program
sponsored by the U.S. Department of Labor and administered through
your State Employment Security or Employment Service Agency.
program, known as the Federal Bonding Program, is designed to provide
federally funded bonding coverage for persons not eligible for standard .

.

(b) If a request was made by your company or the 1nsurance company,
what was the response?

The insuror always refused

The insuror usually refused

commercial bonding and has been operating since 1966.

S

Has your firm ever employed anyone who was covered under the Federal

Bonding Program while working for you?

© Yes L . No |

IF NO or DON'T KNOW, Skip to Item 28,

¥

a

Don't Know

pronimmry

-

The

15. How many employees has your firm hired under the Federal Bonding

Program? (If the company has several branches or eutlets, please indicate

the number working at your address.)

1 | 3 .

2 | 4 - 12

13 - 20

Moré than 20 1

Don't Know

*

16. (a) Does your firm fill some of its openlngs through the U.S. Employment

Service?

Yes

(b) What is the approximate proportion filled through the U.S. Employ-

ment Service?

No

IF NO, Skip to Item 17,

81 - 100%

Under 20% 41 - 60% -

21 - 40% L 61 - 80% I

1

Lo Don't Know

17. <How did you hear about the Federal Bonding Program?

Employment Service

"Parole or Probation

The Job Applicant

A Manpower Training

Officer ‘ ‘ Program
Other (Specify)
‘ o
| ERIC e
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THE FOLLOWING TABLE (QUESTIONS 18-20) ASKS YOU TO '

| PROVIDE SOME INFORMATION ON THE PERSON(S) HIRED BY . )
YOUR FIRM UNDER THE FEDERAL BONDING PROGRAM. SPACE
IS PROVIDED FOR INFORMATION ON UP TO 12 SUCH EMPLOYEES.
FEEL FREE TO ADD ADDITIONAL INFORMATION ON THE BACK

OF THE PAGE.

BONDEES
1st 2nd 3rd 4th 5th 6th 7th 8th 9th 10th 11th 12th

18, How long was bondee employed* . ’
with your firm? :
(Number of months)

19. Was bondee covered by Federal _ ‘ .
Bonding Program through the
entire period of employment?
(YES or NO)

WHERE NO, ANSWER ITEM 20

WHERE_YES, SKIP TO ITEM 21

20. What happened at the end of the period bondee was covered by the Federal
Bonding Program?
(More than one check per bondee is possible.)

a. Kept the same job. r ' ‘ £

. b. Moved to another job in
the company. .

¢. Regular insurcr agreed to
cover the individual.

d. Regular insuror was asked
but refused to cover the
individual.

e. Made arrangements for the
Federal Program's insuror

- to assume coverage at
standard rates.

f. Kept individual on the job
without coverage.




21.

22.

23.

24.

25,

-

Has the work done by persons hired as a result of the Federal Bonding
Program generally been satisfactory?

Yes ’ No

&

Has your firm hired ex-offenders without requifing fidelity bonding
coverage? ’

Yes | No

Has your firm notified the U.S.rEmployment Service or other organizations
of its willingness to hire ex-offenders?

Yes . No

(a) Hps your firm sought to have its insurance company allow you to
ire additional ex-offenders or others who might have difficulty
etting bonded?

Yes . No
IF NO, Skip to Item 26.

(b) Under the regular bonding coverage For employees? Yes No E::]
(¢) With NAME SCHEDULE bond coverage? Yes | iNo i::}
{d) Without bonding of any kind? - Yes No {::}
(e) Any other arrangement? . Yes No

(Please specify) s

If such efforts have been made with the insurér, have they beén
generally successful?

Yes . ; No




26,

28,

Has your firm su%mitted any claims for losses caused by individuals
hired under the Federal Bonding Program?

No ~ 2-5

One ” ] More than 5

Please make any additional comments which would clarify the experience(sj
your firm has had with the Federal Bonding Progam.

»
NAME : _TITLE
COMPANY NAME
ADDRESS :
Street . City State c1p

-

PHONE NUMBER

DATE

THANK YOU FOR YOUR ASSISTANCE. PLEASE RETURN THE
QUESTIONNAIRE IN THE ENCLOSED ENVELOPE. NO -
POSTAGE IS NECE?SARY,




CONTRACT RESEARCH CORPORATION —
- 2% FLANDERS ROAD
BELMONT, MASSACHUSETTS 02178
TELEPHONE (817) 489.3180

P. 0. BOX 12233, NORTHSIDE STATION ) 1028 CONNECTICUT AVE. N. W.
ATLANTA. GEORGIA 30105 X WASHINGTON. D. €. 20036
TELEPHONE (404) 387.3037 7 February 1975 T ~ Teiredone (202) £33.3150

pear Sir or Madam:

Our research firm is currently under contract to perform a study
on the Federal Bonding Program. The program is a federally funded
effort to-provide assistance to individuals seeking employment in jobs
for which the employers require fidelity bonding.

Your firm has been selected from the list of employers who hired
individuals participating in this program. We are soliciting informa-
tiofi both from bonded individuals and from employers. .

. Tt is particularly important for the usefulness of the study to
obtain as much information as possible from responsible employers on
their experience with the Federal Bonding Program. We would therefore,
appreciate it if you could complete the attached questionnaire. In
the event that someone else in your firm is more familiar with the
details on this §ub3ect, please forward the letter and questionnaire
to the appropriate person, \

To insure meaningful results, we need to have all the questionnaires
completed and rcturned as soon as possible. Most of the questions simply
require checking the relevant boxes or, occasionally, completing a blank.
However, it is important to be as accurate as possible so that the over-
all tabulations will be correct. All results will be reported in
aggregated form. No responses from individual employers will be reported
without explicit consent.

. If you have;any questions, please do not hesitate to‘get in touch
with me. The completed questionnaire should .be returned in the enclosed
self-addressed_envelope; no postage is necessary.

Thank you for your help.

Sincerely,

Lawrence N, Bailis, Ph.D.

. Prgzect Director »
203 | B
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BONDING PROGRAM PARTICIPANT SURVEY

Please Check Appropriate Boxes and Fill in Blanks}

Since 1966, the U.S. Department of Labor and local State Employment Service
agencies have helped to providé bonding (a form of -insurance) for individuals
who were having trouble getting bonded (and needed a bond for certain types of
jobs). This program is usually known as the Federal Bonding Program, although
it may have had a different name in your area. It is usually administered
through the local employment service.

;‘.
1. Did you ever receive bonding undeﬁ this program or any similar one?
vES [] No [ DON*T KNOW [ ]
If NO or DON'T KNOW, please return qﬁestionnaire in the enclosed envelope. ~

2. What was the name of the company which hired you under the Federal Bonding
Program? Name Y

5. What was your job with%this company? (Please be specific. )

1
°n
b
és per

5. Do you still work at this same company? YES [j] NO [i]

4L What was your salary?

If YES, skip to Question ¥1u.

b, How long did you stay at this company?

=3

. Why did you leave the company? ) ’ \]

A better job»r’ o y sther iplease efplain)
{better puay) [j Fired D

A better job Laid Off
(same or less pay) [:] [:]

8. - Do you think that being bonded under the Federal Bonding g;gﬁrum helped you
. get your most recent or current job?

YES, 1 gained good work experience [:] YES, other reason (please explainj
from the bonding program job

YES, I had demonstrated my relia- . RS I
bility in the bonding program job D NO D DOR*T RNOW

9. Please indicate the company name, type of job, and salary of "your current or
most recent job. |
[

I
i

Name of Company | " 0.
Type of Job Salary 3 per

10, Additional Comments
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BELMONT. MASSACHUSETTS 02178
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The attached questionnaire is part of a*research project to document all ¥
aspects of a fidelity bonding assistance program run by the federal government
‘and the State Employment Setvices.

Many emplbyers require that their employees be covered by fidelity bonds;.
a type of guarantee against employee theft. Often job applicants are not eli-
gible for fidelity bonds and are therefore unable to get certaintypes of jobs.
The Federal Bonding Program was .set up to provide coverage for those who are
otherwise ineligible and thus help them get jobs.

We are sending a queétionnaire to those individuals who may have
participated in the program in order to find out whether the program-has been
helpful

Your fesponses are confidential and will be used only in combination with
| other responses to determine whether the program made a difference in the type
- ~ of jobs available to the program participants. It is importaiit to the useful*

ness of the research to have all the questionnaires returned even if you
choose not to complete the information. Please mail it back to us in the
enclosed envelope. No postage is necessary,; . .

- o Thank you for your help.

Sincerely,

% . K 'w , Lawrence N, Bailis
| ' Project Director
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APPENDIX F
Representativeness of the Illinois Bondees
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As described in Section 1.4 of this report, the unavailability of certain

1

statistics for all bonding program participants led to a decision to constitute

‘an Illinois case study, a series of analyses for all of those individuals who

were bonded in the State of Illinois. : ‘ .

-

The shortcomlngs in demographlc data which make it impossible to provide
stat1st1cs for the entire bondee population also make it impossible to comment
definitively upon the‘representativeness of the Illinois bondees. But it is
péséible to compare the Illinois bondees and the entire bondee population in
terms of a number>of factors asséciét'% with utilization of “the+program. 1n

all cases, the pattern of utilization in I]llinois appeared; to roughly coin-

cide with the national pattern. - Ca e '

As is shown “in Exhibit FQi , the bonding activity in .Illinois generallf

>

paralleled that in the équnfry, espedially ddfing the early years of the .

prbgram. Exhibit F-2 demonstrates that- the distribution of the rate of

*

~

coverage for bondees is similar for‘theftwo groups; in both cases the
g i > .

1argest group of bondees | . Was covered for “the max1mum amount, $10,000 per

year. ‘ T - ol .

The similarities 1n amount of time bonded between”the 1111n01s bondeeb -’

_and the entire bondee population are 111u$trated in hxh1b1t> F-3 and F=4

the bulk of bondees in Illinois and in the country were bonded for less than "

. a year; f1tinois bondees tended to be covered longer than their-gounterparts

Al n -

“in the rest of the country. - ,
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EXHIBIT F22
: - .
RATE" OF COVERAGE .
1w : - '
UNITS VALUE ALL BONDEES ILLINOIS BONDEES
- Number Percent Number Percent
1-4 $2000 or less| 1056 15.9 44 .1
5 2500 482 7.2 60 11.0
6-9 3000--150 252 | 3.8 21 . 3.9
10 5000 1435 21,6 || 184 ] 30.3
11-19 | 5500-9500 66 1.0 3 .05
20 {10,000 3361 - 50.5 249 46.0
6652 160.0° 541 99.8 °
EXHIBIT F-3 :
LY
LENGTH OF TIME BONDED
Months i " ALL BONDEES ILLINOIS BONDEES
Number ~ Percent Number - | Percent
1-6 3582 54.0 ~ 204 45.1
7-12 1282 19.3 80. - 14.8
13-18 743 1.3 ] . es | 1200
19-24 464 7.0 - 131 24.2
| 25 +° . 559 8.4 1 21 ©35.9 i
g 6655 100.0 || saz | 0.0
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T THE CANADIAN EXPERIENCE

*
~ -

The Canadian government is ¢urrently Sponsoring a bonding program for ex- s
offenders. that differs in many ways from the United States Federal Bonding Pro-
gram. This appendix c;ntains a summary descriptioniof the program's operation
and history, and a discussion o%wthg‘implications of ‘the Canadian experience for

the United States program.

1.0 PROGRAM DESCRIPTION. , ’

The Canadian bonding program for bonding ex-offenders “is ércpoperative
effort between the Department of the Solicitor General, the provincial proba-
tion and ﬁarqle services, private after-care agencies such as the John Howard
Society, and the Canadian- fidelity bonding underwriters.

The program is currently administered as follows. Ex-inmates of correc-
tional institutions, parolees, and prob;tioners, who learn about job opportuni-
ties which require fidelity bonding, discuss thesevopportunities»;ith staft of
National and Provincial parole and probation organizations or with staff of
private after-care organizations such as the John Howafd‘Societ§for the .
Salvation Army. If;.iﬁ tﬁé judgement of these officials, the ex-oftender has
been successfully rehabilitated and is trustworthy, a letter is sent stating
this opinion and providing back-up information, to the insurance underwriter
which is cyrrently providing coverage to the employer.

The amount of coverage is left to the discretion of the indivisual under-
dritér. During the initial experimental year of program operations, ‘the Surcty

Cqmmittee of the Insurance Bureau of Canada (IBC)* provided the following yuidance:

*The IBC is the trade association for Canadian insurors und was then known us the
All Canada Insurance Federation.
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As to limits, the Committee's suggestion is $500,00 or $1000.00.
However, it is suggested that in certain cases the amount could go as
high as $2500.00

Following that initial year, there was no stated limit and cases have been given

individual consideration. A 1972 memorandumyto IBC member firms restated this

*

policy as follows: ’

—y "’

It is emphasized that $2500 is not necessarily the maximum amqunt
that the insurance industry i¥ prepared to provide, itc:being the Surety
Committee's intention that a maximum or a minimum amount-is entirely
discretionary as far as any individual underwriter is concerned....

Applications will be received for substantially higher amounts. In
some cases, the underwriter may be willing to issue a bond for the required
amount. In cases. where this is not possible, the applicant, with the
‘assistance_of the National parole Service or the After-Care Agency con-
cerned, will need to seek the cooperatlon of the employer in accepting a
smaller bond. *

No specific guidelines for the letters to insurance underwriters have been
prepared, but insurance officials have indicated that the communications appear
to be generally similar, stressing the positive features of the ex-offender such

L

Jas ambifion, resourcefulness, reliahility, consgientiousness, trustworthiness,
and so-gorth. Although no fg;mal guarantee of the reljability of the ex-offender
is provided, the insurance companies consider that the organization sending the
letter of reference is serving as the 'sponsor' of the indiv;dual.

Upon receipt of these letters, insurance underwriters make an individual,
case-by-case decision concerning whether or not to provide fidelity coverage.

The insurance industry as a whole has not adopted any standardized procedfirés

for handling these requests; there are indications, however, that these decisions

are made at relatively high levels in the organizations.

The decisions of the underwriters relative to specific ex-offenders are

then sent to the Department of the Solicitor General of Canada, which tabulates

* Information Bulletin: General No. 21 issued by the Insurance Bureau of
Canada, dated April 4, 1972.
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the results.

2.0 305}1»1 RESULTS e

.

There are few available statistics concerning program operations.. The decen-
~ tralization- of the program, with individual parole and after-care agencies corres-

ponding with individual insurance underwriters, has resulted in a situation in

which extensive data on the program have never been compiled in any single loca-

tion., *
Ac;ording to the 6epartﬁent of the Solicitor General, a total of 74 individuals
have been bonded under this program in the period between its inception in 1968
and August 15, 1974. Th1s represents all but 5 of the 79 applications which have
_been forwarded to the insurance underwriters. The Department has thus come to

—

the conclusion that\"tﬁe bonding companies are much more receptive to issuing
bonds than is commonly believed."* N

Neither the Department of tﬁe~Solicitor General nor the Insurance Bureau of
Cahada have any data on the loss e%perience associated with fhis program, and

officials in these organizations are unable to offer any opinions on this topic.

-~

3.0 HISTORY OF THE PROGRAM

&

* The Canadian ex-offender bonding program was initiated in 1968 as a response
to a number of requests for a551stanoe rece1ved by various public and private
Canadian criminal justice organizations. The direct impetus came from the Depart-_ ~
ment of the Solicitor General, Correctional Planning Branch. Officials of that
organization were aware of an ex-offender bonding program in the United States,

and scheduled a series of meetings with the All Canada Insurance Federation and

* Undated information sheet prepared by the Canad1an Department of the SollCltor
General. . .

>
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the John Howard Society, a leading private after-care organization which has
branches throughout the country,

Following the United States model, the Canadian government proposed the
purchase of a number of '"bonding slots', i.e., a bond to cover one man' for one
year, which would be available to former offenders through the National Parole
Service and the John Howard Society.

The insurance underwriters objected to this proposal on several grounds.
In the first place, they believed that there was no clear need for such an approach;
in many cases, they felt, employers were using bonding as an excuse to.avoid hiring
ex-offenders.* Secondly, they indicated that if '"bonding slots' were to be dis-
.tributed by non-insurance underwriters (without underwriter discretion) the
premiums would need to be much higher than normal. Finally, some of the insurors
expressed uneasiness about the degree of government involvement in what they re-
garded as a private sector issue.

As a result, the Department and the industry negotiated a "voluntary" and

'cooperative' project as is described in Section 1, above. The negotiations and
resulting agreement were described to underwriter members of the All Canada Insur-
ance Federation as follows:
The [Ontario and Western Provinces Surety] Committee recommends that a
voluntary program be established whereby Insurors providing an employer's
Fidelity Bond voluntarily accept for bonding an ex-offender being con-
“ sidered by the employer for employment or for promotion, following full
' disclosure of all relevant information by the National Parole Service or
by the after-care agency involved. -
; The conclusion reached by the Committee, following lengthy discussions of
all aspects of the problem, is that bonds would most likely be made avail-
able to the majority of such individuals on the strength of cooperation and

disclosure of all information pert1nent to the bonding situation by the
National Parole Service, the various John Howard Societies in Canada, other.

v

*This response was identical to that taken by the United States fidelity bonding
industry as is described in the History of the Federal Bonding Program.
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after-care agencies and various prohation services as might be involved;

Sponsorship, either actual or implied by the National Parole Service or
- by the after-care agency, [indicates...] that the individual has made

satisfactory adjustment and is likely to succeed in his rehabilitation.*

Acéor&&ng to sources in the Canadian government, the insurance companies
agreed to participate in the program for several reasons:

¢ They preferred this system to one in which the government woulﬁ
play a considerably larger role

¢ They were 'captivated' by the idea

e They believed that it would enhance their public images

The ex-offender bonding activities were initiated as a one-year demonstra-
tion project with a suggested limit of $1000 of coveragé and a provision for
$2500 in exceptional circumstances.

By 1969, the project was considered to be a 'relative success'" and was
expanded nationwide to involve all 10 provincial and 2 territorial probational
services. In addition to this, the Insurance Bureau removed the suggested limita-
tion in Eoverage, letviqg the amount to the discretion of the bonding firm.

The number of bondees reportedly participating in this program has consis-

~ tently fallen below the expéctations of Department of the Solicitor General

. officials. Thus, as of Augﬁst, 1970, only 23 requests for bonding had been made
to fidelity bonging underwriters, with 19 of these being accepted. The most
recent figures indicate that as of August-ls, 1974, the results of 79 applica-
tions for ex-offender bonding had been forwarded to the Department, with all but
five of these being accepted.

The Department'é assessment of the situation is as follows:

Our returns would seem to indicate that, of the overall total potentiél

applicants, Very few applications are being submitted to bonding companies.
We feel that this can be attributed to three possible factors:

v All Canada Insurance Federation, General Bulletin No. 128, dated September 23,
1968, v -

-




~-Many people still believe that bonding is not possible for
a person with a criminal record;

--Returns being sent in are not indicative of the actual number
of ex-offenders who have been successful in obtainiqi'bonding;
and, : -

--Some are being assisted unofficially and informally by representa-
tive of the various agencies. ’

As a result of the belief that much bonding activity may not be reported to
the Department, additional efforts have been made to urge that all participants _
in the program keep the government better informed about their activities, and

additional efforts to analyze available data are being made.

4.0 IMPLICATIONS

The Canadian bonding program has involved only a very limited number of
individuals, But the fact that Canadian underwriters--many of them affiliates
of American firms--were willing to participate in a program which provides
coVerage and maintains underwr;ter discreiion suggests that such a program is
_at least poséible in the United States.A This alternative would.therefore

_ appear to merit some exploration at a meet? * Department of Labor and insur-

ance indﬁstry leaders. e
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. RELATED SURETY BONDING ACTIVITY OF THE U.S. FEDERAL GOVERNMENT'

“0 . B Q‘

.

1.0 ‘SURETY‘BOﬁDS FORAGOVEQNMENT CONSTRUCTION

1.1 ‘OVerview

The United States-government currently-spends an estimated $24 million to
g - : “ N

" provide surety bonds for government construction projegE;. These bonds are some-

what similar to fidelity bonds, and fall into two general categoriesf payment

bonds to secure paymenéffo-pe:sonSjsupplying iabor and materials for such pro-

'“jecfs, and performance bonds to secure fulfillment of all obligations in the

-

construction contract.

1.2 The Self-Insurance Issue

The govcrnmént programs to provide surety bonds for consgruction proiects
were recenéiy studied by the General Accounting Office (GAO).* One of the topics
addressed By the study was the issue of self-insuiance by the Federal Government,

“as opposed to continuing reliance upon private insurance contractor/;nderwriters.
The GAO was unable to reach any definitive conclusionskggéxhis topic because of
weaknesses in the data:

In the absence of comparable quantitative data, we could not develop
measurable evidence supporting either elimination or retention of the

current bondiﬁf/iittem... (but)

‘The majo 'articipants in the system generally voiced opinions that
surety bonds were needed and that the current system was effective and
should be continued .**

-

* Report to the Congress: Use of Surety Bonds in Federal Construction Should Be
Improved by the Comptroller General of the United States, January 17, 1975.
**jibid., p.140.
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Iﬁ'pafficuléx, it was judged to be impossible to develop comparable cost
data because:

The monetary value of the individual services provided by sureties
could not be isolated [and] because federal agencies have had no experience
in providing these services, they could not state what the cost would be if
the government assumed such services.*

The report also went on to note the "particular factors arguing against the

&

Government's becoming a self-insuror" which included

o lack of legal means

¢ lack of administrative machinery, and
e lack of in-house expertise**

for handling claims of subcontractors, suppliers, and laborers. The report went

on to note that . ‘ "\,

It ishipparent that the sureties do not automatically pay all claimsg
submitted...Rather, the sureties make certain determinations regarding
the validity of thecqlaims...

If bonds were eliminated, some other system for protecting [those
covered ] would have to be devised. Most federal construction agencies
believe that a workable system cannot be developed.

The agencies feel that, even if a gystem could be developed, the
administrative cost to the Government to operate the system likely would
be high.***

i

1.3 Implication
It would appear that many of these argument; against self-insurance for
surety bonds would be equally relevant to questions of self insurance for fidelity

bonding of ex-offenders. ‘)

*  Ibid,
*» Tbid.
**+ Tbid., p.15.




2.0 msusomsummaﬁ?koaw*

)

2.1 Overview .
’ ~This program was established pursuant to Public Law>91~609, and allows the
Small Business Administration (SBA) to guarantee, for a fee, any surety company
)against up to»éo percent of its losses resulting from a smal}‘86ntréc;or's breach
of the terms of a bid, performance, or payment bond as described in Section 1.°

The goals of the program are to:

e provide bonds for small and minority contractors who cannot obtaln
bonds in the open market;

¢

° _rlncrease the viability of these contractors so they can make the .
transition to the regular bonding program.

Given the manner in which the program was administered, participating sureties

incurred only a 10% risk for 90% of the collected premiums.' In essence, this

situation; in addition to this, underwriters were permitted to charge higher

) premium rates for those covered in the program than was standard in the industry.

2.2 Role of the Insurance Industry

A General Accounting Office study of the SBA program referred to this arrange-

¥

ment as a ''disparity in the relatlonshlp of risk to premiums" and attrlbuted it
‘to "the uncompromising-position taken by the surety industry during negotiations.'*
According to Small Business Administration officials, the industry had offeréd

the 90-10 split on a "take it or leave it" basis; it was their belief that had

the government not been willing to accept 90% of the risk, the industry would not

have been willing to participate in the program at all.

pes

* Unless otherwise noted, this material has been adapted from the above-clted
GAQO report. ‘
** p.350.
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represents a nine-fold increase- in the ratio of premium to risk from the standard

3




© 2.3 Implication -

| The ‘SBA progr;m illustrates that the insurance industry can be persuaded to
"bond unbondables' for a given price. But thé relatively high premiumselnvolvéd;
and (reported) lack of flexibility on the part of insurance ind;stry negotiators,
sugges£ that the%e are limits to what realisti&ally can be expected of the iudus-

try with respect to providing, fidelity bonding coverage for those who are not
A .

judged eligible for standard commercial coverage.




